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ABSTRACT 

Designed to serve as a framework from which high 
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arguments, and evidence present in sustaining and reforming the 
United States welfare system, this booklet provides guidelines for 
research on the 1984-85 debate resolutions selected by the National 
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presentation of the problem area and the three debate fesolutions, 
the booklet's four chapters discuss (1) useful information and 
sources for researching the topic of welfare reforms, (2) poverty in 
the United States, (3) income maintenance proposals, and (4) federal 
employment guarantees. (HTH) 
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Foreword 



Questions of welfare reform are inherent in the moderri democratic 
state. Debaters will be applying their attitudes and insights about the 
United States welfare system throughout their adult life. Since the 
three topics of poverty, income maintenance proposals, and federal 
employment guarantees are interrelated, students will gain from ap- 
plying the analysis in this book to the development of thieir actual 
case. The ^RIC First Analysis should serve as a framework from 
which students, coaches, and judges can evaluate the issues, argu- 
ments, and evidence present in sustaining and reforming the .welfare 
system. 

ERIC First Analysis, published annually since 1973, provides de- 
baters with guidelines for research on the debate resolutions selected 
by the National Federation of State High School Associations. It in- 
corporates an instructional approach designed to avoid "structured" 
cases and "canned" evidence. Periodic surveys of teachers of debate 
have indicated that the ERIC First Analysis has proved to be an ex- 
cellent resource for students to begin their study of issues and argu- 
ments. 

The ERIC Firs; Analysis of the 1984-85 National High School De- 
bate Resolutions is published by the Speech Communication Associa- 
tion in cooperation with the Educational Resources Information Cen- 
ter Clearinghouse on Reading and Communication Skills (ERIC/ 
RCS). The ERIC/RCS Clearinghouse is supported by the National In- 
stitAite of Education which has as one of its missions the dissemina- 
tion of knowledgeto improve classroom practices. This ERIC infor- 
matton-^alysis paper is unique in that it is intended for direct use by 
high school students as well as by their teachers. 

To be a "first" analysis, the manuscript must be prepared in a peri- 
od of six weeks after the February announcement of the national de- 
bate topic. The author's thorough analysis of issues and sources in so 
short a time and his adaptation of the analysis to the needs of high 
school debaters are tributes to his experience and excellence as a fo- 
rensics educator. 

Don M. Boileau Charies Suhor 

Associate Director Director 
Speech Module, ERIC/RCS ERIC/RCS 



1984-85 High School Debate 
Problem Area and Resolutions 



How can the federal government 
best decrease poverty in 
the United States? 



Debate Resolutions 



Resolved: That the federal government should guarantee a minimum 
annual cash income to all United States citizens. 

Resolved: That the federal government should adopt a negative in- 
come tax to assist all United States citizens living in pov- 
erty. 

Resolved: That the federal government should provide employment 
for all employable United States citizens living in poverty. 
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Preface 



The purpose of this publication is to provide a brief overview of the 
1984-85 high school debate resolutions. The decision-making process 
for selecting the problem area and resolutions is different from the 
system used for detemriining the college debate topic. Last December 
the National Federation offered three problem areas and nine resolu- 
tions for consideration. After five weeks of balloting by the various 
state and national forensic representatives, the topic area of the Unit- 
ed States welfare reform won the referendum. The final resolution, 
however, will not be determined until December, although an early 
preference has been shown for the -federal employment topic. All of 
the specific resolutions are c!osely related to each other, and some 
case areas are interchangeable. 

Whichever resolution is Pnally selected, the debater will have a tre- 
mendous amount of researcii material to assimilate. The four chapters 
of this book are intended to prepare debaters for their own efficient 
investigation of the problem area. The four chapters are: (1) getting 
started, a review of useful information on researching the topic of 
welfare reform; (2) an overview of the problem area of poverty; (3) in- 
come maintenance prpgrams: guaranteed annual income and negative 
income tax; and (4) employment for the poor. 

Since this text was written early in the debate year» it cannot en- 
compass all possible positions that could be developed under any of 
the resolutions. This publication should be used to establish early re- 
search priorities on the most likely affirmative and negative argu- 
ments. Also, it provides a genei"al overview of the kinds of issues 
likely to be discussed under the welfare topic. 

The opinions expressed in this work do not represent the official 
position of the Speech Communication Association. In most in- 
stances, the consensus view of debate theory or the welfare system is 
presented, which may not represent the personal view of the author. 
As a general rule, this text emphasizes the practical rather than the 
exotic, the likely rather than the unlikely. 

The planning, research, and writing for this publication were done 
by the author/ Editing and proofreading assistance was gratefully ac- 
cepted from Christine l^isley Wagner.^^ 

The task of compiling the material and finishing the manuscript un- 
der rigorous time constraints has been made easier by the patience 
and understanding of both my family and the staff, students, and fac- 
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Preface 



uliy of ihc Dcparimcrii of Communication Studies of California State 
University. The information in this publication is intended to benefit 
dcbaten^ and coaches, and lo introduce an exciting topic of vital im- 
portance to audiences and judges alike. 

David L. Wagner 



1. Getting Started 



The Beginning 

A basic step in ihc process of library research is to develop a method 
for discovering those topic are^s that require priority attention. This 
publication encourages the ^^brainstorming" technique often used by 
business or academic groups to generate ideas. Such an approach 
adapts easily to the neeJs of debate squads. Coaches and debaters 
should discuss possible case areas and issues likely to emerge on the 
poverty topics. This exchange should encourage all members of the 
group to volunteer information or contribute their ideas. The.rules are 
*easy to establish: (1) evaluation and criticism by group members are 
forbidden; (2) all contributions are to be encouraged; (3) an attempt is 
made to create the greatest quantity of ideas; and (4) a combination of 
ideas and. solutions is sought.* A master list for the squad should be 
kept on concepts for cases, topicality arguments, and potential advan- 
tages or disadvantages. 

This debate squad session does not have to be totally unstructured. 
The quality of the exchange would be enhanced if a few general arti- 
cles on current issues of poverty'and the federal government's aid 
programs were read first. Another preliminary step is to review other 
debate topics for similarities to this year's resolution. For example, 
within the last ten years, two high school topics have cealt with pov- 
erty and employment; and within the last sevtn years, two college 
topics have touched on similar issues. Many of the arttumenls raised 
under these resolutions continue to be relevant to analysis of the cur- 
rent problem area. 



Research Procedures 

« 

Once a list of concepts has been accumulated, it becomes necessary 
to organize research assignments r A -numbcT-of-questiomy-nvust-be^- 
considered when making such assignments. Is it important to research 
an affirmative case first? What areas can be. covered with the sources 
readily available? What cases are likely to be run early in the year? 
Answers to questions like these will determine which ideas must be 
considered primary research objectives. 

After a preliminary list has been developed, the most systematic 

■ " ^ 1 



method of rcscctrLhing is lo compile brief hihliographics on each of 
ihc major issues or case areas Although some debaK^rs are coo(i a? 
cha\ini: down ohsviire foi)inotes in hooks or mluiliveK finding useful 
pubhcanons. ihe bes» and most comprehensive method is to consult 
the library card catalog for books and indexes for periodicals or jour- 
nals. Po\j:rty and employment provide a unique opportunity to utili/c 
a wide variety of librar> resources. Debaters will consult material 
from such diverse academic areas a> medicine. crin) nal justice, busi- 
ness, economics, law. and sociology. 

The card catafbg is the mam source for locating books in the li- 
brary. This calalog is indexed under subject, author, and book title. 
There are also special reference sources for business and economic 
topics, I'or example. Business Intornuidon Smtrcvs. the Encyilopvdia 
of lhi\int ss Sourci s. and the EmycUiprdin of EconotJUi s arc \ al liable 
general uorks If the amount of reference material seems overwhelm- 
ing, several options are available to the debater. 

First, most libraries have trained reference librarians who will give 
assistance if requesied. Second, various books explain reference 
sources in greater detail. .Some good examples are The Sew York 
l imes (iitide io Reference Materials r Government Fublieations and 
I heir U.se.^ and Guide to Reference H{}okx.'^ .-\ third option is having 
a research service compile a bibliography on selected topics. .^ fee is: 
charged by many university libraries or research organizations for 
computer rclneval of this informalit)n. 

Indexes and Abstracts 

.Most indexes or abstracts are organi/eti topically by subject hcadmgs 
and by author. While an index supplies basic information on when 
and vvherc an article was published, abstracts offer the added attrac- 
tion of providing a short summary of the publication. Typical subject 
headings on these resolutions would include income, welfare, pover- 
ty, hunger, work, public works, and employment. 



The Reader's Guide to I^eriodical Literature\\i* perhaps the most 
widely available rcsotJrcc index in ihc Uniti:d States. .Available in 
most public and school libraries, this research aid surveys over 150 
popular magazines covering issues of current news value. Govern- 
ment documents will be extremely valuable resources on this year's 
topic and can be found in several sources, including the Monthly Cat- 
aloif of U.S. Government ruhlications and the GPO Sales Puhlica- 
tions Reference File. 

Nationally distributed newspapers also provide indexes to their 
publications. The Nen- York Times. Lt)s Angeles Times, Christian Sci- 
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{fU I Mirtiitiyr-, VniSfiirr^ion I*(f\!. aiul \^(if! -Slrt i! Jonrnv.l arc ail re- 
spected paper . ujth indexing systems available in many libraries. 
White most locu! niru-\papers wili not have puhhshcd uidex jv uvajl- 
able, some libraries will ciip and file ariiclcs on important topiiis- 
Also, Nev^isBank collects articles frorn local papers^^an^ plac;«» ihern 
on microfiche. Other special indexes should prove iiseful for a carofui 
yOHMdcration of ihc wellare sysiern. Amonj: Ihem are: 

fiusim ss Pt /it'iiu ah Index 

Indexes a wk! lani^c of mafra/incs ..rui joiirnals of iniejes( u> 
those \n busmc-s, 

Crinunii! Justicv Ah\ tracts 

( ontams arMcles on current topics aboui the welfare system 
Lengthy abstracts of domestic and toreign crimmal jusijce jour- 
nal s. 

liRIS Abstracts {Hv^hwuy Rt'St-arch InUirmatii^n Serx ii v^ 
Covers internatiopa! reports and journals published on trans- 
pt)raiion. highway design, drainage, safety and cor?Mruction. 
traffic control, measurement and flov^. legal studies, soil sci* 
enccs, urban tr.jnsportation. land use, and community values. 
Published quarterly by the Highway Research Board of \hc Na* 
tional .Academy of Science. 

Indi'x Mrdit iis 

Indexes international medical literal ure and references several 
thousand journat>. Human health^ biometry, botany, chemistry, 
entomology, physics, psychology,' sociology. vcterinar\' medi- 
cine, /oology, and environmental publications arc indexed. Pub- 
lished monthly by the .National I,ibrary of Medicine. 

Ifttic x tn Lvi^al Prri/uii( als 

Indexes American legal periodicals. Contains bv^ok reviews and 
case indexes. Printed numerous times during the year. 

ps\i holffi^n al A hs tracts 

Summan/cs (nonevaluatively ) over 850 journals, reports, and 
books. Updated monthly. 

PtihUc Affairs Information Service Bullciin 
Review*; oyer L(MH) government and business pubhc'itions. gov- 
ernment documerts. Presents a brief Xibstraci of relevant arti- 
cles, 

Selected References on Environniental Quality as It Relates to 
Health 

Indexes 2.300 biom*edical periodicals. Includes pollution, 
pesticides, drugs, ecology, and the environment. Published 
monthly by the National Library of Medicine. 
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Getting Started . 



Social Sciences Citation Index 

Indexes authors in social science research. 

Social Sciences Index 

Updates of over 270 periodicals and journals in the social sci- 
ences.^Published quarterly. ^ ' 

Sociological Abstmcts , ' 

Covers a broad range of domestic and foreign journal articles re- 
lated to the field of sociology. 



Sources 

The preferred method for systematic research oh any topic is exten- 
sive use of indexes or abstracts. However, a time lag exists between 
the publication date- for journals or perio,dicals and their inclusion in 
various indexing systems. While it-is unlikely that the economy will 
achieve full employment or that poverty will be eradicated in a' 
monthi^ it is important that each debater keeps current with shifts in 
the unemployment rate or the actions of Congress, the president, and 
the state government. The best single recommendation is a thorough 
reading of a good daily newspaper. In addition, popular news week- 
lies such ds ' Newsweek. Time, or U.S. News and World Report should 
be examined periodically for timely articles onmajorissues^. 

There are also a large number of business magazir^^^wljich should . 
be read each month> This list would include: 

Barron '.v 
Current ' 
Business Week 
Dun's Review 
Forbes 

Fortune / , 

^ Nation's B^ineJix . * . 

"ly^ The Economist \ 

Other publicatiQQy^hat may be less well known to the debater but 
are important sources of evidence include the Congressional Record, 
which is the official accourtl of the activities of Congress. Also. Cur- 
rent History devotes several summer issues. to articles on the high 
school topic. In addition to these publications, there are many works 
that contain a number of articles relating to poverty, welfare, or erh- 
ployment. A sample includes: 
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American Economic Rl vieW^^^^ 

Publishes original research and crmques on economic issues. 
Most high school students will find this difficult reading. Pub- 
lished quarterly. 

Monthly Labor Review' 

Includes articles and statistical data related to employment and 
unemployment. Official publication of the U.S. Department of 
Labor; prepared by the Bureau of Labor Statistics. 

Public Welfare 

Contains numerous articles on a variety of topics relevant to the 
1984-1985 debate resolutions. Published quarterly by the Ameri- 
can Public Welfare Association. 

Review of Economics and Statistics 

Reviews economic and statistical information. Published quar- 
terly by the Department of Economics at Harvard University. 

Social Policy 

Includes a number of general interest articles on poverty and 
employment programs. Ptiblished quarterly. 

Social Security Bulletin 

Contains both articles and statistical information on poverty, 
welfare, and government programs. Published monthly by the 
Social Security Administration. 

Social Work 

Covers topics of interest to those in social work and social wel- 
fare. Published monthly by the National Association of Social 

Workers. 

Primary Da! a 

While there are certainly court cases and statutory exactments which 
will be cited on this year's topic, most debaters will not spend much 
time researching primary legal documents. It is more likely that data 
from services such as the Statistical Abstract of the United States, 
'the American Statistics Index, the Statistical Reference Index y or 
readily available almanacs will be used. Articles in research-oriented 
journals such as the American Economic Review or the Review of 
Economics and Statistics will require rudimentary knowledge of re- 
search methods. 

Figure I provides a graphic representation of the research process 
described in this chapter. 
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Figure 1. From: Krislie and Kong, General Business Research: Selected Sources, Cal- 
ifornia Stale University-Sacramento Library. 
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Evidence Transcription 

The final result of this research effort is the gathering of usable evi- 
dence to support arguments on issues raised during a debate. This ev- 
idence should meet commonly agreed upon standards for debate 
evidence. Among those tests of evidence mentioned by authors of ar- 
gumentation textbooks are: (1) expertise of the author; (2) unbiased 
reporting of information; (3) timely information; and (4) verifiable 
sources of data. 

In addition, full source citation should be available for each unit of 
evidence used in a debate. Coaches involved wijh both high school 
and college debate are increasingly concerned abbut the challenges to 
information used during debate rounds. Contestants are responsible 
for knowing and following the rules and regulations required by their 
leagues, state associations, and the National'Forensic League on 
source citations and challenges to evidence. _ 

Some debaters carry copies of important affirmative and negative 
sources to answer immediately requests for clarification, A caution 
.sounded in a prior ERIC First Analysis deserves repeating: *Tarticu- 
lar problems often arise when evidence is paraphrased or when seem- 
ingly irrelevant information is edited out. As a igeneral practice, this 
type of editing should be avoided."^ An example of a file card which 
contains a full citation is provided in Figure 2. 

SAMPLE CARD 



(1) F3 

(2) Targeted Pro^grams 

(3) Bernard Anderson; (4) Director, Social Sciences Division, Rocke- 
feller Foundation; (5) U.S. News; (6) Sept. 5, 1983; (7) p. 27. 

(8) In addition to sustained and vigorous economic growth, what^We 
need arc targeted education, training and job-creation policies designed 
to zero in on those sectors of Ijibor surplus that are surely going to exist 
no matter what happens to the rate or growth for the economy as a 
whole. 

(9) DP 1004 



Figure 2. The numbers prefacing various parts of the sample card refer to the following: 
(1) code number of section for refiling. (2) brief synopsis of the content of the evidence. 
(3) author of quotation. (4) author's qualifications, (5) source, (6) date of pubhcaiion. (7) 
page. (8) one central concept of evidence, (9) initials of student researcher and con- 
secutive number of total evidence cards researched by this debater. 
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Getting Started 



The research process outlined here must continue throughout the 
year. Any topic will undergo substantial changes as the school y^ar 
progresses. Professor Henderson's warning from the 1979-1S>80 ERIC 
First Analysis on a prior high school topic is still a valid observation: 

Those of you beginning to debate the new topic will want to 
broaden your reading, consider the implications of this first analy- 
sis, and discuss the potential implications with others. A debater 
should never rely on a narrow base of information, whether it be 
a compilation of viewpoints' similar to First Analysis, a single 
news source such as a news magazine, a debate quote handbook, 
or the coach of a debate squad. Instead,ahe debater must broad- 
en her or his understanding of the political context within which 
the subject is being debated, and then exhibit that understanding 
to the reasonable, prudent, thinking individual who serves as 
judge for the debate.^ 



If the following chapters establish the framework for forr)?ailating a 
systematic consideration of this topic, their purpose has been accom- 
plished, / 





/ 



/ 



/ 



/ 



/ 




2. The Problem Area: Poverty 
in the United States 



How can the federal government best decrease poverty in the 
United States? 

Overview 

Until the Great Depression of the 1930s, the responsibility for meet- 
ing the needs of the poor was left to a large extent with the local com- 
• munity, church, and family. The American myth of corporate 
millionaires who began their business careers as newly arrived immi- 
grants allowed nV room for a permanent underclass. This '*rags to 
riches*' story was populated with those who were poor because of 
circumstances beyond their control — the widowed, oiphaned, or dis- 
abled. These unfortunates would be reliant on the county poorhouse 
or private charities for care if they had no family to provide for them. 
The severe econortiic dislocations of the 1930s led to large scale gov- 
ernment programsip provide jobs for the employable and income 
support for the needy who were unable to work. Douglas Greenwald, 
editor in chief for the Encyclopedia of Economics notes, "Most social 
legislation during and after the Depression assumed that poverty 
would be limjted to a small group of people with little attachment to 
the labor force — retired, disabled, and widowed persons. . These peo- 
ple would be cared for by the income support system established by 
the Social Security Act of 1935."^ In the early 1960s, the public was 
shocked to discover widespread poverty in the midst of prosperity. 
The concern of Presidents Kennedy and Johnson led to the **War on 
Poverty'' beginning in 1964. Since that time, programs to aid the poor 
have grown from $2.2 billion in 1965 to over $72.5 billion in 1980. 

Every American president since Johnson has tried to reform this 
complicated welfare system. Most have met with only limited suc- 
cess. Greenwald explains why little progress has been made: 

Congressional conservatives shunned the high budgetary costs 
and the reliance on work incentives rather than work require- 
ments in these proposals. They also objected strongly to the con- 
sequence of keeping benefit reduction rates reasonably low — 
lower-middle-income people would have been eligible under some 
proposals. Liberals would not back programs which offered less- 

■/' 

' 9 

- 18 



10 



The Problem Area: Poverty in the United States 



than-poverty-Iine incomes to those who could not work and re- 
duced payments below the amounts available under some existing 
programs. A political stalemate ensued.- 

This impasse continues to exist under the Reagan administration. So, 
debaters will once again have the opportunity to argue modifications 
in our public policy toward poverty. 

This chapter will concentrate on a nu^mber of general issues which 
are common to the problem area and three specific debate resolu- 
tions. Initially, the basic difficulty with defining or measuring poverty 
will be explored. Then the question of which level of govemmentv if 
any, should be involved with attenipts to eliminate this problem will 
be addressed. Third, the issues involved with targeting these reforms 
iq U.S. citizens will be noted. Finally, budgetary and spending issues 
will be briefly discussed. \ 



Poverty j 

Who is poor? The Encyclopedia of Economics notes: 'Toverty is*a 
condition of material deprivation, usually defined as a lack of money 
income relative to some poverty threshold. This level of need is in 
relation to the econgnriic resources available to other members of so- 
ciety. An explanation of this concept is offered in a recent edition of 
America magazine: 

Poverty is a relative term. Most people who would be considered 
poor in the United States are, when compared with other coun- 
tries or other historical periods, relatively well off. Refugees 
starving in the third world would look on our poor with envy. On 
the other hand, the unequal distribution of wealth in even a pros- 
perous society means that some are poorer than others.^ 

Despite problems in determining who is poor, it is extremely impor- 
tant that some poverty line be drawn. Donald Chambers, professor of 
social welfare at Kansas University,^^/explains: 

Any attempt to discuss poverty as a social problem must begin 
with its definition— one that r^^sures the demarcation of the 
poor from the nonpoor. Moreover, what is needed is some public 
consensus about what constitutes poverty— thai is, a social norm 
about where poverty begins and ends.^ 

Depending on the definition of poverty which is utilized, between 14 
million and 45 million Americans are poor. A potential variation of 
over 30 million people who might be eligible for the benefits advo- 
cated by most affirmative teams is a significant policy issue on this 
year's topic. \ 



19 



The Problem Area: Poverty in the Vnited States 1 1 

Measurement 

Poverty is both a fixed and a relative economic term. The U.S. Cen- 
sus Bureau reports a fixed income measure of poverty. For an urban 
family of four, the poverty line in 1982 was $9,682 a year. By this 
measurement, over 34 million Americans lived in poverty. This index 
is adjusted upward to account for changes in the Consumer Price In- 
dex (CPI) and reflects a minimum or subsistence level of existence. 
An example of a relative measure of poverty is provided by the Bu- 
reau of Labor Statistics' data which indicates **the average family 
needs $15,323 to maintain even a low standard of living and $25,407 
to live moderately, while $38,060 would purchase a high standard of 
living. The median income fpr a family of four was $24,332 in 1980."^ 

These figures compare how certain families relate to the incomes 
generated by others. Professors Danziger and Gottschalk indicate that 
one relative concept of poverty would include all those families with 
less tban half of the national median income."^ 

The ''official" poverty index is the one offered by the U.S. Census 
BureTau. An August 1983 article in Forbes explained the history of this 
measurement: 

The official poverty level was first set in 1961 When the Social Se- 
curity Administration devised an economy food plan with the Ag- 
riculture Department, set at the cost of a minimum adequate diet. 
On the assumption that a family spends one-third of its income on 
food, this figure was then multiplied by three. Since then it has 
been adjusted only to cover inflation.^ 

Forbes went on to describe the particular survey methodology used 
to determine these poverty statistics: 

In theoretical terms, the poverty statistics are thought to be pret- 
ty good. They are collected through monthly Labor Force inter- 
views for the Current Population Survey, where 61,500 house- 
holds are interviewed. Every March a supplemental interview is 
, included, some by phone, some in person. The 1,500 interviewers 
are said to be among the best-trained in America. Each household 
in the survey is interviewed for four months and, after an eight- 
month gap, for four more months. 9. 

Despite the existence of this '^officiaP' poverty line, it has not been 
used to determine benefits for most major income maintenance pro- 
grams. Forexample: ' 

In the last ten years, almost none of the programs for Aid to Fam- 
ilies with Dependent Children (AFDC) had a needs standard for 
determining cash benefits that was equal to the poverty line; most 
programs have, been substantially less generous. 
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None of the major social insurance programs (Social Security; 
Old Age, Survivors, and Disability Insurance (OASDI); unem- 
ployment compensation; and workmen's compensation) are relat- 
ed to the poverty line. All these programs are based on workers' 
contributions. 

None of the benefit standards of the Supplemental Security In- 
come (SSI) program for the aged, disabled, and blind are equal to 
the poverty line in any given year; they are less by some $900 to 
$1,000. 

The federal food stamp program has, over the years, allowed re- - 
ceipt of benefits by persons or families with incomes 12 to 25 per- 
cent above the poverty line.^o 

This widely publicized index developed by the Census Bureau is used 
by the press and politicians as a yardstick for gauging the number of 
individuals who need government aid or assistance. However, this 
statistic is only marginally successful in measuring poverty. 



Errors 

There are hazards involved in the use of any data. These difficulties 
are multiplied when referring to poverty statistics, which "are proba- 
bly the worst federal statistics ever developed^" says presidential spe- 
cial assistant Robert Carleson.*^ The most common indictment of 
these statistics is that they do not adequately measure poverty. For 
example, in deciding who is above or below this line, the statistics do 
not count the value of noncash transfers (in-kind benefits) such as 
food stamps, school lunches. Medicaid, or subsidised housing. "Nor 
does it include the income value of assets such as a house or the pos- 
sibility of drawing on savings. "^^ jhe magnitude of these noncash 
transfers is revealed by the results of a 1979 Census Bureau survey: 

Using statisticsVom 1979, the CensusJBureau found that under 
its curreat method of measuring poverty there were 23.6 million 
poor peopi^, 11.1 percent of the population. But when a dollar 
value was applied to in-kind benefits from the Government, based 
on what it would cost to buy these benefits in, the marketplace, 
the number of poor people dropped to 13.6 million, 6.4 percent of 
the population. 13 

Another problem is that the food budget Qriginally used as the base 
for the poverty statistic was not adequate to isustain nutritional needs. 
Mollie Orshansky, the economist employed by Social Security to de- 
velop the initial "poverty'" line in 1962, concedes that the food budr 
get used was not the standard low-income budget but a special "econ- 
omy" budget that nutritionists said was only for emergency short 
term use. In addition, the a)f:tual official poverty line was set 20 to 25 
percent below the U.S. Department of Agriculture's benefit level. 
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Orshansky believes that the cumulative effect of this underestimation 
of food needs results in a poverty index which is currently 40 percent 
too low.'** 

A final general concern centers on the use of the Consumer Piice 
Index to adjust the poverty line. The CPI is a measurement of the 
prices for a fixed "market basket'* of goods and services established 
ten years ago. Buying habits have changed since then and the CPI 
market basket contains items such as mortgage payments which are 
not likely to be purchased by the poor. In addition, the CPI is not a 
good indicator of the proportion of family income now spent on food. 
*Tood typically accounts for a considerably smaller fraction of family 
outlays now than it did previously, so that a newly developed poverty 
index would probably have to multiply minimal food costs by five in- 
stead of three to establish overall need-level. In the other direc- 
tion/the CPI has not measured the true rate of inflation for food 
litems. **By l979,-V. Chambers notes, ''the food index had increased 15 
percent more than the totaLCPi^This resulted in the effective reduc- 
tion of the poverty line.'' 



What is the impact of our inability to determine the true number of 
poor in America? At its most basic level, it will be virtually impossi- 
ble to determine the true costs of proposals aimed at providing jobs or 
income support to all the poor. The risk is ever present that too strict 
a measure of poverty wili miss some people who are in need while an 
expansive measure will include some who are not needy. A common 
indictment of the status quo's approach of income maintenance is the 
alleged number of freeloaders or frauds who sign up for assistance. 
This problem could be greatly increased if a program of additional in- 
come benefits were established. 



Government Involvement 

Historically, the family or private organizations operated as the first 
line of defense in dealing with those in need. As a system of public or 
government welfare systems developed, reliance on earlier types of 
support diminished. Today the private sector does very little to meet 
.social welfare needs. In contrast, government involvement in the area 
of human services has dramatically increased. 

This section of Chapter 2 discusses the use of volunteers and pri- 
vate contributions to replace public funding for welfare. The different 
levels of government involved in funding and administering jobs and 
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poverty programs are then discussed, with particular attention given 
to the concept of federalism. 

Private Sector 

During his campaign for the presidency in 1930 and his first years in 
office, President Reagan has advocated an increased use of volunteers 
and corporate donations to meet social needs. In the fall of 1981, 
President Reagan said he was * 'counting on voluntary strength as we 
turn from government doing for us that which we best do for our- 
selves."*^ Not only would assistance from the private sector reduce 
the expenditure of public funds, but it would also deliver services in a 
manner preferred by the poor. Robert L. Woodson of the American 
Enterprise Institute notes: 

As4W€K.indepcndenl studies have shown,- when people-fire-given-a — 

list of eight possible sources of help, the first seven preferred are 
always neighborhood people— family, neighbors, hairdressers, 
ministers, and the like. The poor^lurn to professional agencies 
only as, a last resort, yet this resource of last and least preference 
is the one we have been funding. ^8 

There have been some notable success stories involving private 
poverty assistance programs. Corporations in Baltimore have pooled 
resources to keep job an(' service programs operating; Dade County, 
Florida, has developed a network of volunteers to give support to the 
elderly; San Diego staffs recreation programs and programs for the 
aged with volunteers; local community organizations have set up food 
banks to aid the hungry.*^ Unfortunately, this increased reliance on 
the private sector is occurring at the same time that such agencies are 
undergoing their own fiscal'crisis. Federal funds which account foras 
much as 35 percent of the income of nonprofit organizations Have 
been curtailed. The recent recession has led to a leveling off of busi- 
ness philanthropic activities. In addition, changes in the. federal tax 
laws have reduced the tax advantage of charitable donations. The ef- 
fect of these factors will cause most nonprofit organizations to reduce 
their level of services. Decker Armstrong, the director of policy anal- 
ysis at Public Strategies concludes: '*[C]onsequently, major new as- 
sistance in meeting human needs by the private sector seems un- 
likely, "^o 

There are other barriers to large scale use of private welfare pro- 
grams. Many organizations are not structured to effectively deliver 
social services. Others may not be interested in aiding controversial 
causes or providing free services which would reduce the number of 
paying customers for profit making businesses such as nursing homes, 
rehabilitation centers, and chil^^re centers.^ What is true of organi- 
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zalions is also true of individuals. Cilia Brown, director of the Camp- 
bell County Department of Social Services in Virginia, warns that 
volunteers have their own norms and values which dictate the type of 
program and people they will help. - 

Volunteers want to help people who arc willing to help them- 
selves or demonstrably cannot help themselves. Less than 10 per- 
cent of all charitable gifts made annually in this country is for so- 
cial services. A breakdown of how volunteers give their time 
shows that 10 percent is donated to educational programs and 8 
percent to health activities, while only 3 percent is giver> to the 
social welfare field.-- 

Private agencies provide numerous benefits as a source for deliver- 
ing social services. Professor Gronbjerg of Loyola University of Chi- 
cago cites these unique advantages of a private welfare system which 
would complement government-provided assistance. However, he is 
forced to conclude: 

Most private welfare agencies will not*be able to meet the in- 
creased demand for services and benefits without increases in in- 
come and/or restructuring of their programs. Saiamon and Abra- 
mson (1982) estimated that nonprofit organizations would need to 
increase their total revenues by 34% in 1985 over 1980 (in con- 
stant dollars) to compensate for the federal service cuts. For pri- 
vate philanthropy to fill the gap would necessitate an increase of 
80%~90% per year in private voluntary donations. This is at least 
eight times greater than the highest growth in philanthropic dona- 
tions ever achieved. 

The inability of the private sector to meet the demands for social 
services means that the government will remain the predominant pro- 
vider of funding and delivering such programs. 



Federalism 

The issue of federalism is deeply involved with current discussions of 
welfare reform. President Reagan has promised a major change in the 
relationship between the states ancithe national government. This 
^'New Federalism'' is explained by Eizenstat and Kahn;> 

There were three basic components to President Reagan's origi- 
nal proposal. Th* first was a **swap** by which the federal gov- 
ernment would assume full financial responsibility for Medicaid. 
' while the states would assume full responsibility tor the food 
stamp program and Aid to Families with Dependent Children 
(AFDC). The second was a **turn-back*' to the states of about ; 
forty categorical and block grant programs. The third was a tran- 
sitional trust fund, to be phased out by 199K that ostensibly/ 
would equalize for the states the advantages and disadvantages/ 
resulting from the swap. The fund would also provide funding ini- 
tially for the turn-back programs. 
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Federalism refers to the sharing of responsibilities between the 
Slate and federal government. This year's problem area and debate 
resolutions cull for the federal government lo be the agent of change 
for income maintenance or guaranteed employment. In this context, 
the "federal government" usually refers to the national government 
housed in Washington. D.C., as contrasted to the various fifty states. 
The thrust of these propositions is to keep the federal government a 
major force in this area of domestic policy, a position opposed by our 
current president. Reagan supports a return of domestic affairs to the 
states who were primarily rcsponsibld for the uelfare of their citizens 
before the "New Deal" of the 1930s. 

The issue of which level of government is responsible for the provi- 
sion of assistance to citizens is as old as the debate between Madison 
and Hamilton on the role of the federal government. In The Federalist 
(No. 45) Madison described his view of dominance of the states: 

The powers delegated by l^e proposed Consiituiiori to the federal 
government arc few and defined. Those which are lo remain in 
the slate governments are numerous and indefinite. . . . The 
powers reserved to the several slates will extend to ail the objects 
which, in the ordinary course of affairs, concern the lives, liber- 
ties, and properties of the people, and the internal order, im- 
provement, and prosperity of the state. *^ 

Hamilton, however, relied on the general welfare clause to argue for 
broader powers for the federal government: "The phrase is as com- 
prehensive as any that could have been used because it was not fit 
that- the constitutional authority of the Union, to appropriate its reve- 
nues, should have been restricted within narrower limits than the gen- 
eral welfare, and bt)^cause this necessarily embraces a vast variety of 
particulars which are susceptible neither of specification nor of defini- 
tion/"^^ Hamilton's position was accepted by the Supreme Court in 
the 1930s and is the basis for extensive national involvement in wel- 
fare and employment programs. 

Compounding this ideological struggle is a question of which level 
of government can best meet the present.needs of U.S. citizens. It is 
claimed that the states are doser to the people, better able to respond 
to true needs with a minimum of red tape, and more capable of devel- 
oping innovative approaches to solving problems. It is also claimed 
that only the federal government has sufficient resources to fund ma- 
jor domestic programs with an ability to eliminate program disparities 
between stales. Eizcnslat and Kahn criticize Re\igan's approach to 
federalism and offer their own idea: 

The president is correct in calling for a new federalism and focus- 
ing attention upon iniergovernmenial relations. Il is lime for a 
new federalism, but not President Reagan's version. Rather, a 
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ncvK federalism must recogni/e greater national uniformity of m- 
come-mainienance prognims: continued federal assumption of re- 
sponsibilities states, localities, and the private 'eciorare unable 
or unwilling to perform; further program reform consolidation 
:»nlj simplification at the federal, level; greater stiiic respon- 
sibilities for programs with a primarily local impact, and more 
\tate and local discretion in administnition.*" 

The issues involved with federal invoivcmeni in welfare and employ- 
ment are sure to be vigorously debated in many rounds during the fo- 
rcnsic's season. 

U.S, Cifizcns 

All Ihrec debate resolutions call for changes in policy for U.S. cit- 
izens. In the United ,Sialcs. citizenship is defined by ihc Fourteenth 
AmendmetHOiXihc Constilitlion as follows: "All persons bom or iial- 
uralized in the United Stales and subject to the jurisdiction thereof 
arc citizens of the United Slates and of the Slate wherein they re- 
side/'^" This definition and. by extension, the debate resolutions 
elude refugees and immigrant aliens. These groups are a large >eg- 
meni of the American populaiiort, Scvt^p' hundred thousand - 
Viemamese. Cuban. , and Haitian refugees have ^irrived in the United 
Stales during the past decade. In addition. 270,000 other legal immi- 
grants are allowed into the U.S. eaiih year.**' There arc also between 
3 and 15 million illegal aliens living and working in the United 
States. Thus, the number of noncilizcns who may need the benefits 
of affirmative plans is quite significant. However, a strict reading of 
the terms of the proportions would deny access to these millions of 
noncitizens. 

Present System 

The status quo olTcrs a inxed set of programs to those who are not 
U.S. citizens. David North, the director of the Center for Labor and 
Migration Studies for the New TransCenlury Foundation, provides 
the following general information: 

Retugecs have government-recognized needs and therefore hcs- 
ler-than-averago access to income-transfer programs. 
Legal immigrants are treated almost—but not quite— hke citizens 
in income-transfer programs. 

Illegal immifirants arc eligible for most social insurance program 
benefits and are generally ineligible for most welfare programs. 
Nonimmigrants* eligibility for income-transfer programs varies 
widely from prognim to program and from nonimmigrant class to 
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nonimmigrant class. ' Nonimmigranls are acimillcd temporarily to 
pursue a particular activity, for example, diplomats, tourists, stu- 
dents, 

The eligibility of refugees and immigrants for existing income support 
programs is vividly presented in Table 1. 

Policy Implications 

Those pressures which lead to both legal and illegal emigration to the 
United States will continue for the future. James Fallows notes: 

According to the International Labour Organization, the total la- ^ 
bor force of the Third World countr - s will be 600 million to 700 
million people larger in the year 20<^ than it was in 1980. To em- * 
ploy all those ^idditional workers, l c developing countries would 
have to create more jobs than now exist in Western Europe. . 
Japan, the United Slates, the Soviet Union, and the other indus- 
trialized nations combined. Obviously, that will not happen, and 
some of those who cannot find work, especially in Latin America, 
will decide to leavc.;^- 

The challenge which confronts the policymaker is to design income- 
tn^nsfer programs which will not encourage illegal immigrants to stay 
in the country by subsidizing them, or exploit this class of workers 
through tax payments without benefits. This careful balance* must 
be found as affirmative teams develop their plans. There is some evi- 
dence of welfare fraud by illegal immigrants: 

While most surveys of illegal immigrants showed low welfare use 
.rales. Maurice D. Van Arsdcl of the University of Southern Cal- 
ifornia found, in his* study of a large group of illegal aliens in Los . 
An^icles who had sought to legalize their status/that 8.9 percent 
of the men and 18.5 percent of the women had received welfare 
(not further defined). 

Matching the social security numbers of a small group of illegal 
immigrants (147) apprehended in California in 1975, the California 
Employment Development Department found that 49 percent had 
soiigil't and 35 percent had received unemployment insurance 
benefits in subsequent years. 

The Los Angeles County Department of Public Social Services 
reported that, in the twelve-month period ending June 30. 1980. ' 
19.088 claims filed by aliens were denied on lhc grounds of illegal 
presence in the nation. Had these claims not been detected, they 
would have cost about S50 million that year.-^ 

0Therd~aia d^onstrates t^^^^ SLTdi rmrttlgramr^^pay^ sup- 
port Social Security and other social service programs, they seldom 
receive ariy benefits. Studies conducted by Jorge Bustamante of the 
Colegio de Mexico and by the U.S. Department of Labor showed that 
•'while taxes and Social Security were withheld from the paychecks 
of about 75 percent of undocumented workers, only 1.5 percent of all 
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Table 1 



NONCmZENS' ELIGIBIIITY FOR 
U,S, INCOME-TRANSFER PROGRAMS 





Civil Status 




Permanent 








Resident 




Illegal 


Program 


Alien 


Refugee 


Alien 


National 








(nationally administered) 








OOCldl NCcUlliy 








OA^DI benefits 




ves 


ves 


Payment of PICA tax 


yea 


ves 


ves 




yes 


yes 


no 


Suppleimental security 


yes (after 3 years)^ 








yes ' 


no 


Medicare^ 










yes 


yes 


yes 


Part B (Dhvsician) 


yes (after 5 years) 


no 


no 


Earned income tax credit 










yes 


yes . 


yes 


Federal 








(shared administration) 








Aid to families with dependent 








children (AFDC) 


yes (after 3 years) 


yesc 


no 


Refugee cash assistance (RCA) . 


no^ 


yes 


no 




yes 


yes 


no 




varies** 


yes 


no 


Unemployment insurance (1)1) . 


yes 


yes 


no 


State 








(state/locally-administered) 










yes 


yes 


yesf 


General assistance (GA) 






varies* 




yes 


yes« 


Temporary disability insurance . 


yes 


yes 


yes*» 



SOURCE: Adapted from David S.^North with Jennifer R. Wagner. Immigration and 
Income Transfer Policies in thc^V.S.: An Analysis of a Nonrelationship (Washington: 
New TransCenlury Foundalion.'\1980). TablesM, 5, and 6. 



a. aee lexi. > • j 

b. Responses relate to those whb arc covered by Medicare because they are insured 
by OASDI. Different rules apply to those 20.000 or so persons who buy Medicare cov- 
erage directly. 

c. Only permanent resident aliens whb are also refugees are eligible. ^ 

- — -dT-A ri^wly -irnved rmmlgfanrcould belTenled ^^eHicaid^in some stales b-etaLine-of 
lack of either SSI or AFDC eUgitaily. 

e. Reimbursed in all stales out of federal refugee funds. 

f. Except in Vermont. , 
g^SeeTable2. 

h. Except in N6w Jersey. 

From: David North. Public Welfare, Winter 1982. p. 31. 
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such individuals received food stamps, only 4 percent got unemploy- 
ment compensation and only 4.5 percent had ever used public health 
services. "-^^ Regardless of the current use of such social services, 
those advocating a new system of guaranteed income maintenance or 
employment must be careful not to increase the incentive for emigra- 
tion to the United States. 

On the other hand, exclusion of noncitizens who are refugees and 
legal immigrants from a new federal income program would eliminate 
an important source of support for these hundreds of thousands of 
people. This problem would be multiplied greatly if current programs 
are abolished or consolidated to fund the costs of new affirmative pro- 
posals. A very real risk is created that a plan to reduce the impact of 
poverty for U.S. citizens would dramatically increase the incidence of 
poverty for refugees and immigrants. If employment programs are 
created, care must be taken that discrimination against naturalized 
citizens do js not occur. 

Budget and Spending 



This final section of the chapter will briefly examine two general argu- 
ments against funding income support or employment programs. The 
first issue centers on the impact of new spending programs on the 
federal budget. President Reagan has indicated that he will not raise 
taxes to reduce the budget deficit^^ and that the only avenue open is 
to pare spending. Debaters should explore the effects of reduced lev- 
els of support for other domestic or military programs if a massive 
new income maintenance or employment'proposal were to become 
law. In general, negative teams will argue that low priority spending 
programs would be curtailed or eliminated with the imposition of the 
affirmative plan. Lawmakers have other proposals including cutbacks 
in the military budget, increase in user taxes, freezing physician's 
fees under Medicare, or across-the-board reductions in all spending 
programs. 

Another issue raised involves the microeconomic spending deci- 
sions of the poor if their cash income were increased. Fears range 
from claims that those below the poverty line would spend extra in- 
come on high-priced luxury goods to assertions that funds would be 
squandered on alcohol, tobacco products, and junk food. An exam- 
^ inaLi.ojaj;^f_.CQn5Umei e;{p.en^^^ 
grams by John Moeller concludes: 

The results dq not suggest that low income consumers will squan- 
der payments unnecessarily onl sin goods and luxuries since the 
majority of NIT-induced expenditures are for basic necessities 
and other nondurables. There is no strong evidence that the infla- 
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lionary energy industries will receive excessive stimulation from 
an NIT program, although the NiT does have an expansionary in- 
fluence on the economy as a whole, particularly if it is deficit-fi- 
nanced.^" 

There are a numbei- of other studies on consumer spending patterns 
which should be researched before the debate year begins. 

Conclusion 

This chapter has concentrated on contintion issues shared by all three 
specific debate resolutions under the poverty and employment prob- 
lem area. The next chapter will examine the first and second debate 
propositions which advocate similar types of income assistance. 




3* Income Maintenance Proposals 



Resolved: That the federal government should guarantee a min- 
imum annual cash income to all United States cit- 
izens. 

Resolved: That the federal government should adopt a negative 
income tax to assist all United States citizens living 
' in poverty, 

Basic Concept 

The first and second debate propositions both deal with the same is- 
sue of providing minimum cash incomes to United States citizens. 
These resolutions were significantly behind the employment proposi- 
tion in the February voting tabulated by the National Federation. It is 
extremely unlikely that either the guaranteed annual income (GAI) or 
the negative income tax (NIT) will be debate topics next year. How- 
ever, both topics require an exploration of important social and politi- 
cal issues which directly affect the need for federally guaranteed jobs. 

While both the GAI and the NIT will be treated alike, there are 
two important distinctions between the resolutions which must be 
mentioned. First, the GAI proposition is not restricted to citizens liv- 
ing in poverty. An inconie guarantee could be set at any level which 
an affirmative could justify whether above or below official poverty 
lines. A^econd distinction is one of form rather than substance. The 
GAI would be part of the expenditure budget of the federal govern- 
ment while the NIT would be a credit on revenues during the collec- 
tion of taxes. The impact on the pool of funds available for other bud- 
geted programs would be the same regardless of whether the subsidy 
occurs before or after tax revenue is deposited in the Treasury for 
disbursement to the public. 

This similarity between the GAI and the NIT is reinforced when 
the phrase **negative income4ax--is defined,-7/ie D/c/ZortGA^;-^^ 
ness and Economics defines negative income tax as **a form of wel- 
fare payment whereby all low-income individuals and families receive 
a direct cash subsidy from the government that is sufficient to raise 
IfiemTb^suHsTslFn 
provides a more elaborate definition: 

Negative Income Tax. An income maintenance schenie in which 
individuals or housebolds with an income which falls below some 
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•*break-even" level receive payments, the level of payment being 
related to the level of income. Those with no other inconrie thus 
receive a guaranteed minimum. The guaranteed minimum iacome 
level may be calculated from the break-even level of income and 
the rate which relates the ^'negative tax" payment to income. 
This type of scheme is formally identical to the tax credit system 
since it is composed of the same elements: (1) a guaranteed mini- 
mum (2) a tax rate (3) a break-even point.2 

As these definitions demonstrate, modern economists consider the 
GAI and the NIT as the same policy proposition. 

Present System 

The present system is best characterized as offering a multifaceted 
approach to solving the problems associated with poverty and unem- 
ployment. Unlike the GAI and NIT which offer cash income, govern- 
ment programs now provide both cash and in-kind assistance as well 
as access to low-cost social' services. For example. Social Security 
and Supplemental Security Income from the federal gaverhment and 
Aid to Families with Dependent Children (AFDC), which is admin- 
istered and partially funded by the states, all provide fiash to eligible 
recipients. Among the in-kind programs are: federally funded Medi- 
care and state-administered Medicaid, which pay the hospital and 
doctor fees for the aged and the poor, and food stamps, which pro- 
vide subsidized purchases of food goods for approximately 22 million 
low-income Americans. The federal government also supplies block 
grants to the states to develop low-cost child care, recreation, hous- 
ing, and nursing home services for the needy. 

In addition, while the debate propositions call for action by the 
federal government, the status quo involves every level of govern- 
ment in establishing, funding, or administering poverty j)rograms. So- 
cial Security, Supplemental Security Income, and Medicare are en- 
tirely federal programs. ^FDC^ food stamps, and Medicaid receive 
partial federal funding but are administered by the states. Many states 
also fund and administer their own general welfare assistance pro- 
grams for those ineligible for other state or federal aid.^ Table 2 pre- 
sents the total per capita public social welfare expenditures for se- 
lected years since 1950. This data confirms the growth in magnitude 
and variety of such outlays. 



Federal Rationale 

This bewildering array of income and benefit programs lends itself to 
claims of widespread confusion, fraud, and abuse. As noted in Chap- 
ter 2, the present administration hoped to reduce the intrinsic prob- 
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Table 2 



TOTAL AND PER CAPITA SOCIAl ffElFARE EXPENDITURES 
UNDER PUBLIC PROGRAMS IN CURRENT AND CONSTANT (WHO) DOLLARS, 

SELECTED nSCAL YEARS, 1950-80 / 





Total exj 


pnditures 


Per capita expenditures for- ; 




Amount 








Health and 




/ 


Other 


All health 




in 


Per 


Social 


Public 


medical 


Veterans' 




social 


and medical 


Ficral vi?Hr 


millions' 


capita^ 


'insurance 


aid 


programs 


programs 


Education 


welfare 


carc^ 




Current dollars / 


1950........ 


$23,420.8 


$152.56 


' $32.19 


$16.26 


$13.44 


$44.18 


i$43.47 






1935 


32,511.8 


194.66 


58.71 


17.98 


18.58 


28.46 


' 66.68 


in 


26.47 


1960 


52,106.3 


285.42 


105.35 


22.46 


24.45 


29.52 


96.43 


6.24 


JJ.W 


1 /\JJ (1 


76,928.6 


391.15 


142.29 
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Constant (1980) dollars 
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'Excludes expenditures within foreign countries for OASDHl and Civil Service retirement benefits, veterans' programs, and education. Sec tabic 
1 for data including foreign payments. 
'Includes housing, not shown separately here. 

^Combines "health and medical care" with medical services provided in connection with social insurance, public aid, veterans', and vocational 
rehabilitation programs. ; ' , . 

Source: Constant-dollar expenditures based on implicit price deflators for personal consumption expenditures, preparcd. by the Bureau of Eco- 
nomic Analysis, Department of Commerce. M 

from: JofiWSeci/rily Me/I/I, August 1983/Vol. 46, No. 8 ^ 
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lems created by multiple programs by returning responsibility for wel- 
fare to the states m exchange for ''federalization'' of medical benefit 
programs. So far Congress has resisted this attempt to restructure 
current efforts. 

There are several advantages usually cited for retaining a strong 
federal presence in the provision of support to the poor. The Adviso- 
ry"CoTnmrssTon on Intergovernmental Relations in a 1980 study pro- 
vided a tripartite test to help determine which level of government 
should be responsible for certain functions. The determining factors 
are: the history of local, versus national involvement; the relative 
amount of federal financing; and the effect of turning responsibility 
over to the states which could result in destructive competition 
among programs7~llistorically, no level of government has a long his- 
tory of supporting welfare programs. However, since the 1930s "the 
federal government has assumed a dominant role in the formulation of 
national welfare programs/'"^ Similarly, even after Reagan's budget 
cuts, the federal government provides the bulk of welfare expendi- 
tures. ''Federal aid for welfare and other public assistance programs 
is- fflor c than 75 p c re ent-oFt hc iiitetgoVe mmeiilal idial: ofTKeTwo'ma- 
jor federal assistance programs, the food stamp program is virtually 
100 percent federally financed; Aid to Families with Dependent Chil- 
dren (AFDC) is 54 percent federally financed."^ The final factor, the 
effect of interstate competition, is especially important in discussions 
about funding poverty programs. States spend over $25 billion on 
welfare and in-kind assistance to the poor. Attorneys Eizenstat and 
Kahn note the reality of payment disparity between states: 

States vary in their capacity and desire to support welfare pay- 
ments as well as in their sensitivity to recipients. Some states are 
leery of increasing benefits for fear the poor will be attracted from 
other states; others are tempted to cut benefits so that the poor 
will move elsewhere. This has led to a crazy-quilt system in • 
which a welfare family in Alabama receives a $148 per month 
while a similar family in California receives $601; or $392 per 
month in New- Hampshircv but $558 in neighboring Vermont.^ 

Bruce Babbitt, governor of Arizona, concludes that increased 
federalization of benefit programs is the best solution. He notes that 
nearly every national organization concerned Avith welfare policy, in- 
cluding the National Governor's Association, the Conference of State 
._.Xegislatures,.lhe.Conferfinc£..o£JkIaynE&,-and.lhe-Ara 
Welfare Association, support federal standards. and funding for the 
Aid for Dependent Children (AFDC) progranii.'^ This approach also 
would follow the example of other countries which base their legal 
system on Anglo-American traditions. Professors Kahn and Kamer- 
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man examined the income maintenance and family support policies of 
seven foreign countries. They conclude: 

Thus, Australia, the United Kingdom, and Israel all now have a 
national, means-tested benefit for those whose income falls below 
a particular level. Canada is moving in this direction; and the 
United States has accomplished this for the aged and disabled, 
but not for families with children. Here, the United States re- 
mains an anomaly, neither reducing use of public assistance by 
expanding alternative sources of income support (except for food 
stamps and EITC [Earned Income Tax Credit]) nor fully stand- 
ardizing and objectifying income-tested income transfers. The 
United States stiH uses public assistance extensively, and iha re- 
sult is that families in most states are much worse off than they 
are in any of the other countries.** 

While these may be reasonable policy justifications for greater re- 
liance on the federal government, the Reagan administration's actions 
since 1981 have reduced or capped federal spending on many social 
programs. 

Budget Reductions 

The primary reason government-funded public welfare programs are^ 
changing dramatically is the combination of reduced budget outlays 
and increased number of aid. recipients. Perhaps the most significant 
revisions are a result of the 1981 Omnibus Budget Reconciliation Act. 
This federal law cut basic welfare programs by 10 percent. The Coun- 
cil of State Government's publication, The Book of the States^ notes 
hov/ these reductions were achieved: / 

/ ■ 

>. . . first, current and potential beneficianes of these programs are/ 
either encouraged or required to make a greater effort to support 
themselves by working more and relying on financial souices 
other than federal aid; second, state and local responsibility for 
funding, as well as administering public welfare, was substantially 
expanded. Put simply, the reconciliation act aimed at reducing 
both the number. of people assisted by public welfare and/the 
federal role in providing it.9 j ' 

David Stockmart, head of the federal Office of Managemer/t and Bud- 
get, notes that domestic spending is $60 billion lower than it would 
have been under pre-Reagan budgets. The Great Socieiy programs 
^uch as job training and- v^riO,"?_sQcjaLs 

eliminated, but ''the level has been adjusted downward by about 

The effect of such action is the focus of an ongoing political debate 
which will be one of the campaign issues in the fall 4984 presidential 
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election. Associate Editor David Kirp sets the parameters of the con- 
troversy: 

Ever since the Reagan administration proposed— and won from 
Congress— substantial cuts in social welfare programs, the impact 
of those reductions has been sharply debated. Administration 
spokesmen have insisted that only those who didn't really need 
help were being removed [from] the public dole; the ^'social safe- 
ty net/' they argued, remained intact.. The opposition countered 
with the contention that poor people, would be badly— and un- 
fairly— hurt. I 

Several studies, including one released by the Congressional Select 
Committee on Children, Youth and Families, indicate an increase in 
the number of poor due to unemployment and changed priorities in 
the federal budget.^ For exaiftple, one out of fiv« children and one of 
two black children'now live in poverty. The proportion of Americans 
living below the official Census Bureau poverty level increased from 
11.7 percent in 1979 to 15 percent in 1982. 'ghere vt'ere over 34 million 
Americans living in poverty which **means that many of the hopes 
parents have for their children— better health, better training and a 
better standard of living— will be weighed ever more carefully against 
their financial capacity to attain them."*^ As of 1983, many of these 
families were worse off than they were four years earlier. Among the 
reasons for this development are funding or eligibility restrictions on 
public assistance programs. 

There is a ceiling on AFDC payments (150 percent of state max- 
imum), a four-month limit to the modified earnings disregard, and 
a more stringent ceiling on work expenses and child-care costs. 
There is a new cap on food stamp eligibility. Benefit levels have 
not been adequately adapted to inflation. And income supplemen- 
tation for the working poor has been explicitly rejected by the 
Reagan administration. ^3 c 

Optimistically an improving econoniy; increased government reve- 
nuesrand fairiyrstable-govemment-expenditures^for-poverty-programs 
will improve the status of the^poor. Stockman believes that Congres- 
sional Democrats will not acquiesce in future budget cuts in federal 
entitlement programs. Nor is there much room for significant budget 
reductions as Stockman concludes: 

A lot of entitlements have already been effectively cut. On Medi- 
care, for instance, we've already reined in the providers of medi- 

cal-servicesr-W^-can-makeah£j3eneficiariesjpsy_a Jitt|e_ m 

not a great deal. That's just a couple of billion. Civil service re- 
tirement reform is difficult. There is $65 billion in means-tested 
entitlements, such as food stamps and AFDC (Aid to Families 
with Dependent Children, or '^welfare"). AFDC was restructured 
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in 1981; what more can you gel out of it? With housing subsidies, 
we closed down new construction, but this yields little ne£ir-term 
savings.^** 

The next sections of this chapter will examine the major public as- 
sistance programs which are the foundation of government's support 
for the poor. 



Social Security 

The largest expenditure for social welfare is the Old Age, Survivors, 
Disability and Health Insurance (OASDHI) program, better known as 
Social Security. This is an entitlement program which means that 
Congress has decreed IharfaeTrefits must be paWtcrall eligible per- 
sons. Social Security is funded by a payroll tax on both employers ^ 
and employees and is actually a ''social insurance" program. Through 
tax contributions the worker and the worker's family are insured 
against certain risks such as old age, physical injury, or disability. 
While Social Security is usually perceived as primarily providing ben- 
efits to retired individuals it is actually a broad based program which 
supports disabled workers and the widows and children of deceased 
employees. 

In 1980, OASDHI paid out over SIZT billion in benefits to almost 
36 million people. In 1981, Congress and the president revised Social 
Security to reduce* costs and nghten eligibility. Again in 1983 the pro- 
gram was overhauled to ens/ure its solvency for future generations. 
Even with these modifications, the Social Security trust funds, ac- 
cording to the CongressionJA Quarterly Weekly Report, ''are expected 
to pay out $190.6 billion irt fiscal 1985, an $11.4 billion increase over 
1984. This is approximately one-fifth of all federal spending projected 
for fiscal 1985. 

. The increase is the resulLpf an ad^^^^^ 700,000 elderiy benefici- 
- aries, an estimated 4.3 percent cost-of-living increase in benefit pay- 
ments and higher average benefits due to the higher earnings of new 
beneficiaries."^^ It appears that Social Security payments are essen- 
tially safe from future budget cuts. Few politicians are willing to risk 
the political consequences of depriving the aged, widows, ,1 or- 
phans of needed income. Stockman bluntly concludes: 

As-for-Social-SecuHtyf^otfre^not going to lake checks out of the- — 

mail. The best you can do is erode their purchasing power by 
capping COLAs [Cost of Living Adjustments] below the inflation 
rate. But capping COLAs will take several years to have a signifi- 
cant fiscal effect.*^ 
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Those receiving disability benciiis under Social Security were not 
as fortunate as the aged. In 1980 Congress passed several reform 
measures to eliminate abuse and fraud in the payment of disability 
claims. Approximately SIO million would be saved by 1985 undc this 
legislation. However, the Reagan Administration sought to save al- 
most a billion dollars by trimming the disability rolls. The impact of 
tliese cutbacks is provided by Kirp in an editorial on the poor: 

Thousands who literally weren't able to leave their homes were 
axed from the disability rolls without even a face-to-face inter- 
view; thou sands more were chopped despite their having shown 
no sign of medical improvement. Although beneficial cutoffs were 
frequently reversed on appeal— of the 470.000 individuals who 
were denied disability benefits, just 190,000 have been finally ter- 
minated — beneficiaries often went many months without help 
while awaiting a decision.''' 

Congress is now seeking to- redress the incquiticf^ created by the ter- 
mination of benefits to thousands of Americans. 

Supplemental Security Inc onie 

Supplemental Sccjrity Income (SSI) is a program under the Social 
Security Act whiciv provides cash benefits to poor persons who are 
over the age of sixty -five, legally blind, or permanently disabled. Pri- 
or to 1974, assistance to these individuals was part of state welfare 
programs. The Council of State Governments explains the reasons for 
placing this program at the federal level. 

The federalization 'of the adult categories was designed, among 
other things, to reduce the variation in benefit levels among the 
states by providing a uniform national minimum benefit, stream- 
line administration by lodging it in the Social Security system and 
assure that benefits would keep pace with inflation by indexing 
the basic federal payment to the cost-of-living. States were man- 
dated supplement the federal minimum up tc the level of as- 
sistanbe they^'crc providing in December 1973 and could provide 
optional income supplements to higher levels. 

In effect, the combination of federal minimum assistance and man- 
datory state contributions means that SSI provides a guaranteed an- 
nual income to eligible recipients. 

As of 1983, all states except Texas provided either mandatory or 
optional income supplements to low income aged, blind, or disabled 
citizens. The administration of these supplementary benefits changes 
with each jurisdiction. Half »he states contract wMth the Social Se- 
curity Administration to administer their supplements while the oth- 
ers either administer their own programs or combine federal and state 
administration. The Department of Heakh and Human Services esti- 
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maTc^ thai "Libc ui 4 miilion people would rccei\ j SSI benefits averag-^ 
ing SI 89 a monln in 1985."^'' 

Mt'dkarc 

Another importLint component of the social insurance sv 'em is ihe 
Medicare program. This federal program was established m 1965 as 
part of the Social Security Act and provides health insurance cover- 
age for virtually all citizens sixty-five years of age or older. Portions 
of both hospi'ai and doctor bills are covered by Medicare. **Part A of 
Medicare covers hospital semTtV. and Part B (Supplemenial Medical 
Insurance) covers a substantial fyOrtion of physicians* services. Medi- 
care is an entitlement program financed mainly by Social Security tax 
revenues, although eligible persons are required to pay a deductible 
for hospital services and a 20 percent co-payment on physicians' 
services.**-^' These deductibles and co-payments, as well as limits on 
the lype and extent of out-patiem care, work particular hardships on 
low'income individuals. Despite these restrictions on coverage, 
federal spending on health has increased. dramatically. In 1985 Medi- 
care outlays alone will reach almost 576 billion, which represents the 
second largest budget item in the domestic budget. 

Cost increases in health disbursement programs have led to in- 
creasing concerns for the long-term viability of the Medicare trust 
fund. Hospital and physician fees have increased more rapidly than 
inflation and the Congressional Budget Office predicted ihal the Medi- 
care fund would be bankrupt by 1987. The Department of Health and 
Human Services believes that this fund would be solvent at least 
through 1989. However, a variety of reforni measures have been pro- 
posed to dccU with long-range problems of Medicare. 

Propof -J changes include freezing Medicare physician fees for a 
year, posiponing eligibility for Medicare until a month after a per- 
son's 65ih birthday, and increasing premium payments by bene- 
ficiariesi These proposals, together with a proposed tax on em- 
ployment-based group health benefits, were proposed in last 
year's budget but never cleared by Congress."' 



Ntedicare is one of two major government-funded health programs. 
Tne other is Medicaid. 



.Medicaid 

Medicaid is a joint federal and state venture providing payments to 
doctors and facilities involved in care for che poor. In 1985 it is esti- 
mated that the federal share of Medicaid will amount to S22 billion 
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while Slates will coniribuie an additional S19 billion. All -states now 
proviue coverage to all AFDC and SSI recipients. Two-thirds of the 
stales also provide payments to meet the medical needs of '^medical 
indigents' ^ who are not eligible for AFDC or SSI but who cannot af- 
ford io pay their medical expenses. Three major groups are covered 
by Medicaid: 

• Medicaid is an insurance program for poor children from single- 
parent families and for their parents. This group accounts for 63 
percent of all Medicaid recipients and 28 percent of Medicaid 
expenditures, more than half of which are for children. 

• Medicaid is an insurance program for the blind, the physically 
disabled, and ihe mentally retarded. This group represents less 
than one-ft^'ih of all Medicaid recipients, but 31 percent of Med- 
icaid expenditures. 

• The Medicaid program is an insurance program for the elderly. 
Although iJic elderly represent only 16-perceni of Medicaid re- 
cipients overall, long-term >care services consumed almost one- 
half of all Medicaid expenditures in 198U and Medicaid finances 
idmosr one-halfWlaH nursing home care in i^he country. - 

Medicaid payments reimburser^.ealth care providers for such services 
as inpatient and ''outpatient c^re. laboratory and x-ray services, 
skilled nursing and home health care for certain individuals, physician 
services, family planning, rural health clinics and health screening for 
children. States may also receive funds for other services they wish 
to cover, such as eyeglasses, dental care and intermediate care facili- 
ty services."-^ As with other assistance programs. Medicaid has been 
cu{ back in recent years. 

There were several important modifications in Medicaid brought 
about by the 1981 Budget Reconciliation Act. including: 

• stale waivers to encourage use of home anu community care fa- 
ciiities 

• state experimeniahor with alternate jiealih ciire dehvery sys- 
tems 

• state reimbursemenis for hospital sor/ices on a basis other than 
reasonable costs 

• state limitations on freedom of ch^Mce of health care providers 

• wider iiaic discretion in selling eligibility siandards foi Medi- 
caid ^ ' 

• incentives for cost reniamTnCTiTiT^ 

UnforiLjnately. the easie.st methods for containing costs are cutting 
benefits and reducing eligibility— moves already taken by most states, 
A 1981 study by the Intergovernmental Health Policy Project at 
George Washington University reported that **more thai^ 30 states 
moved to cut back Medicaid benefits or provide reimbursements to 
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limit Medicaid eligibility. Among ihe specific modifications are the 
following: 

• 14 states have begun charging copayments for some services 

• 24 Slates have restricted the use of medical services such as lim- 
iting the number of doctor, emergency room, and outpatient 
visits or reducing services 

• 1 1 states have limited the number o"eimbursed hospital days 

• 8 states have tightened eligibility criteria 

• 19 states have limited payments to hospitals 

• 18 stales have sought io limit recipient's choice of care pro- 
viders."-** 

Medicaid provides a^ood tjxample of the problems encountered 
with int^fir^attr^anations in government assistance programs. Drew 
ATtman, assistant vice-president of the Robert Wood Johnson Foun- 
dation, indicates that states have made different choices with regard 
to this program. 

As a result, state Medicaid programs vary significantly in the per- 
centage of low-income persons they actually coyer, ranging from 
almost 100 percent of those living below the federal poverty 
standard in New York, Massachusetts, and California to less than 
20 percent in several southern and southwestern states ... 
V As a result of this, state-by-state variation, Medicaid covers 
roughly 50 percent of those living below the federal poverty 
standard naiionwide; it is not a comprehensive national health in- 
surance program for the poor.-^ 

These disparities are also evident in another major federal-s^ate pro- 
gram. Aid to Families with Dependent Children. 

Aid to FamiUes with Dependent Children 

The Aid to Families with. Dependent Children (AFDC) program pro- 
vides financial assistance to the children of indigent single-parent fam- 
ilies. About half the states also supply funds for poor two-parent 
families if one of the parents is unemployed. AFDC offers cash pay- 
ments to over 3.5 million families representing almost 11 million indi- 
viduals. A 1979 survey by the Office of Research and Statistics of the 
Social Security Administration indicated that nearly 70 percent of re- 
' cipients were children, most were members of families living in met- 
ropolitan areas and were headed by women. The $13 billion cost of 
this program is shared through a combination of federal and state rev- 
enues. States set their own benefit levels and the federal government 
reimburses them for share of the costs, ranging from 50 percent to 78 
percent. Poorer states get the higher share. ^6 
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Eac)\ state administers this program within broad federal policy 
guidelines. Different eligibility requirements and benefit levels result 
from this state-by-state administration. The Council of State Govern- 
ments reports the variation in paynj^nts: **ln December 1980. the 
average monthly payment per AFDC recipient ranged from a low of 
S16.57 in Puerto Rico to a high of $162.61 in Alaska; for the country 
the average monthly payment per recipient was $99.61. The average 
annual payment at that time was $3,453— approximately 55 percent of 
the poverty line for a non-farm family of three (the size of the typical 
AFDC family)."-^ 

As with other public assistance programs, the 1981 Omnibus and 
Reconciliation Act made major changes in AFDC. The goals of these 
reforms were to reduce welfare expenditures while providing ade- 
quate aid for the truly needy. Among the more in^port^t admin- 
istrative revisions were the following: 

• states are given authority to require AFDC recipients to work 

• new limits are placed on the amount of earnings tor work and 
child care expenses which are allowed to be deducted 

• states are required to recover overpayments and compensate 
for underpayments 

• new requirements for monthly reporting of recipient's income 
potential 

• recipients are restricted to under $1000 of family resources 

• restricts payments to families with unemployed principal earn- 
ers 

• child support payments can be collected to offset AFDC pay- 
ments.^" 

The result of these statutory provisions and of reduced state pay- 
ments for low-income families was a dramatic reduction in the living 
standards of the poor. A report compiled by the Congressional Re- 
search Service indicates that "the buying power of welfare benefits 
for low-income families with children has dropped 33 percent over the 
past 14 years because states did not raise benefits to keep pace with 
inflation/^-'' Another study by the Center for the Study of Social Pol- 
icy, Columbia University, and the University of Michigan analyzed 
the cases of 776 families headed by working women in three states. 
_AlLfamilies lost.AFDC payraenls as. a resulti)f recent budget reduc- 
tions. These 19&4 cuts nearly doubled the number of families who 
lived under the^overty line.^^ Tlie benefit loss amounted to between 
SK400 and $^^700 a year in welfare payments alone, thus pushing 
more families into poverty. Among the specific data cited by the Con- 
gressional Study \yere the following: 

Between 31 percent and 63 percent of the children in these fami- 
lies now have no health coverage (the figure varying somewhat 
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from city to city); as many as a quarter of the families have had to 
do without medical treatment when there was illness in the fami- 
ly. Over half report running out of food occasionally, with no 
money to buy more. Some families can't afford io buy clothing 
that their children can wear outside the home. As many as a third 
of the families have had their phone service cut o|f, lost their gas 
or have gone without electricity because they :an't pay their 
bills.3» 

Eligibility for one program, such as AFDC, ofteln is a condition for 
receiving other benefits, such as Medicaid. Thus, stiflfer -standards for 
one component of government assistance will cause a ripple of>re- 
movals from related programs. 

/ 

/ 

p / 
Food Assistance 

A major focus of public concern in 1983 was the plight of the poor 
who were reported to be starving or malnburished. An Editorial Re- 
search Reports notes: / 

The main problem today for the naticm's poor appears to be hun- 
' ger. In the last year evidence has ^iccumulated from a variety of 
sources, including church groups, charitable organizations, city 
and county officials, congressional investigators and the media, 
that hunger is a significant and growing problem in the United 
States.32 

President Reagan appointed a special task force to examine the prob- 
lem of hunger in America. The panel concluded"^that while there was 
evidence of people going without food, it was impossible to document 
allegations oi rampant hunger. Nor did the task force find evidence of 
widespread undernutrition among the poor. This group also recom- 
mended that states be permitted to drop out of federal food aid pro- 
grams and receive a block grant to allow each state to set its own pri- 
orities in meeting the needs of its cities. Among other suggestions 
were: 

• stiffer financial penalties for states that failed to bring their food 
stamp error rates down to the level mandated by current law. 
States not meeting the goal would have to make up the cost of 
any benefits issued to ineligible persons, in addition to losing 
administrative funds as they now do. However, those exceeding 
the goal could keep some of the savings. 

• modest increases in the assets a food stamp recipient could own 
and in the maximum food stamp allotment. The* changes could 
add about $500 million a year to the $10.9 billion food stamp 
program, according to task force estimates. However,^some of 
that addition would be offset by other proposed changes. 

• monitoring of data on nutrition and nutritional related prob- / 
lems.33 ^ ^ 
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The task force's report was challenged immediately by a number of 
public interest groups who represent the interest of the poor. The 
Children's Defense Fund reported ''between 1978 and 1982, there had 
been a 'nationwide shift away from early prenatal care for pregnant 
women and towards late or no prenatal care.' Nutritional supplements 
are an important component of prenatal care. The loss of early care 
was blamed on budget cutbacks in federal medical programs/'^"^ In 
early 1984. the Food Research and Action Center. (FRAC) indicated: 

Infant mortality for black infants remained higher than for white 
and the gap between the two races was widening. Should current 
trends continue. FRAC predicted, the nation would not meet a 
1990 federal goal for reducing infant mortality. FRAC officials 
maintained the overall improvements in the national infant mor- 
tality rate masked severe problems among poor and minority 
women and children. 

While it might be difficult to discover exact statistics on the number 
of poor in the United States who go without nutritious food, surveys 
conducted by state and local agencies and private grou^Js indicate dra- 
matic increases in the number of clients at soup kitchens, food pan- 
tries, and emergency feeding centers. The New Republic notes: 

The General Accounting Office. Congress's investigative arm. 
visited twenty-eight emergency food centers around the country 
in June and found that ''in almost all cases, the emergency food 
centers were serving more today than in the past." The U.S. 
Conference of Mayors, representing mayors of both parlies, 
termed hunger the single greatest problem facing U.S. cities. An- . 
other study by the Massachusetts Department of Public Health 
estimated that between 10.000 and 17.500 poor children in the 
stale had iheir growth stunted as a result of chronic malnutri- 
tion. 

The government assumes a huge role in feeding the needy. Over 
$17 billion was spent in 1983 by the federal government on food aid. 
John Bode, deputy assistant secretary for food kndjconsumer services 
for the U.S. Department of Agriculture, told Gongi;ess that food as- 
sistance programs or subsistence are responsible for providing 95 mil- 
lion meals a day.^"^ President Reagan is proposing a 1985 budget 
which would modestly reduce the total amount of funds allocated to 
food and nutrition programs. The Congressional Quarterly Weekly 
Report notes: 

The budget proposes outlays totaling $17.2 billion in fiscal 1985 
for food progran .^nd a nutrition information service, compared 
with $^7.6 billion lor fiscal 1984. The reduction is allribuied part- 
ly to reduced need because of the economic recovery, and partly . 
to proposed savings that are modest in comparison with earlier 
Reagan cuts.^s 
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The president has also requested a $1 billion supplemental appropria- 
tion for this year to maintain the^e programs at current levels. Nancy 
Amide of FRAC contends that another $2 billion is needed this year 
to improve the diet of the poor.^^ Table 3 presents information on the 
funding and scope of various foods and nutrition programs. 

F(tod Stamps 

Food stamps represent the largest item in the federal budget estab- 
lished to assist the poor in securing a proper diet. In 1983 a monthly 
average of 22 million indigents were helped to purchase food with a 



Table 3 

FUNDING FOR GOVERNMENT FOOD 
AND NUTRITION PROGRAMS 

(in millions of dollars) 
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Food 
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Fiscal 


Food 


Nutri- 


Dona- 
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Year 


Stamps 


tion* 


tions** 


Children 


Total 


1969 


S 228.9 


$ 313.8 


$ 601.8 


$ 0 


$ 1,144.5 


1970 


549.7 


419.5 


558.5 


0 


1,527.7 


1971 


1.522.7 


663.1 


580.4 


0 


2,766.2 


1972 


1.797.3 


892.4 


586.1 


0 


3,275.8 


1973 


2.131.4 


1,065.3 


559.5 


0 


3,756.2 


1974 


2,718.3 


1.270.9 


548.3 


11.1 


4,548.6 


1975 


4.385.5 


1.593.2 


434.1 


89.3 


6,502.1 


1976 


5.326.5 


1.926.6 


500.9 


155.5 


7,909.5 


1977 


5.067.0 


2,196.1 


641.2 


256.5 


8,160.8 


1978 


5,139.2 


2.424.3 


775.5 


387.7 


8,726.7 


1979 


6.480.2 


2,660.2 


855.6 


527.3 


10,523.3 


1980 


8.685.4 


2.843.1 


1,151.8 


739.4 


13,419.7 


1981 


10,632.8 


3,238.5 


1,208.4 


888.0 


15,967.7 


1982 


10,409.0 


2.775.1 


1,237.1 


957.6 


15,378.8 


1983# 


11,858.0 


3,028.0 


1,750.5 


1,160.0 


17,796.5 


1984# 


11,054.0 


3.183.0. 


1,304.0 


1,060.0 


16,601.0 

■ A— 



•Includes school and breakfast, child care, summer food and special milk programs. 

**lncludes commodities distributed under school lunch, summer food, child care, 
needy families, supplemental food, charitable institutions. Indian, elderly nutrition and 
cash-in-lieu of commodities programs. Years 1978-84 include Agriculture Department 
purchases for agricultural price support programs and/or programs to remove perisha- 
ble c6mmodity surpluses from the market. 

# Estimates 

Source: U.S. Department of Agriculture Food and Nutrition Service records compiled 

by U.S. General Accounting Oilice. 

From: Editorial Research Reports, September 30. 1983. 
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subsidy through the use of food stamps. There are several unique as- 
pects of this program which differentiate it from other government as- 
sistance. For example, it is completely federally funded, although ad- 
ministration is shared with the states. Fo(id stamps also are available 
to all poor persons, not just those eligible for AFDC or SSI. 

The 1981 Budget Reconciliation Act ^ade a number of significant 
changes in f^od stamps to tighten eligibility^ Included were the fol- 
lowing revisions: / 

(1) disqualifying any household with/gross income above 130 per- 
cent of the federal poverty line, except for those with elderly 
members whose eligibility is determined using a ''net income" 
(iie., after certain income deductions have been taken) test; (2) 
prohibiting boarders and children/living with their parents under 
age 60 from qualifying as separate households; and (3) excluding 
strikers from participation in the^^rogram.'*^ 

These modifications were made tb stem the tide of fraud discovered 
in "this program. A 1983 Government Accounting Office report esti- 
mated that over $1 billion a yea^ was lost through abuse of the food 
stamp system. The president has tried to convince Congress to 
make the states pay for a portion of the funds erroneously granted. 
However, he has not yet been successful in his efforts. 

Food stamps are budgeted for $10.8 billion in 1985. This represents 
a $500 million decrease from this year. This decline is based on pro- 
jected reductions in d^emand for food stamps and on passage of Rea- 
gan's state repayment proposal. Demand will be reduced for this pro- 
gram through a combination of economic growth reducing the number 
of poor and the 1981 eligibility reiquirements which alone will elimi- 
nate about one million potential recipients. 

Other Food Programs ^.^ 

Many other government' food assistance programs exist, ranging from 
commodity giveaway/ to diet and nutrition education. The Special 
Supplemental Food ^ogram for Women, Infants, and Children (WIC) 
''provides monthlVfood packages to pregnant women, infants, and 
children up to four years old. The $1.1 billion program serves about 
2.5 million Americans. Eligibility for WIC is basedtlCipon two crite- 
ria: income no ymore than 185 percent of the poverty line and a past 
history of nut|7itional problems such as anemia or low birth weight in- 
fants. Other food and nutrition programs include: 

School Lunch— a $3 billion-a-year program that will provide gov- 
ernment-subsidized lunches to 22.9 million eligible schoolchildren 
in 1^83. 

Sjifhool Breakfast— a $327 million-a-year program that will pro- 
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vide government-subsidized breakfasts to 3,4 million eligible 
schoolchildren. 

Nutrition Education— a $7 million program that will provide nu- 
trition education to 3 million children, 118,000 teachers and 
60,000 school food service personnel. 

Summer Food Program— a $99 million program that provided , 
lunches to 1.4 million children in needy areas this summer [1983] 
when school was not in session. 

Child-Care Food Program— a $334 million endeavor providing 
federal funds for meals served to some 1 million children in day- 
care centers. 

Commodity Supplemental Food Program^a $32 million program 
that will provide monthly food packages to about 135,000 preg- 
nant women and young children this year [1983]. The program is 
similar to WIC, but provides the actual food rather than a vouch- 
er and distributes a greater variety of food than is available 
through WIC. 

Special Milk Program— a $20 million program that provides cash 
assistance to states to reimburse schools, child-care institutions 
and summer camps for milk served to children. 
Food Distribution— provides commodities for the programs listed 
above plus $52 million to serve some 90,000 needy persons on In- 
dian reservations and $100 million to provide 184 million meals 
for the elderly 

Many of these areas also were cut back under the Reagan Admin- 
istration. An August 1983 Congressional Budget Office study noted a 
28 percent reduction for child nutrition programs and a drop of 3 mil- 
lion participants in the school lunch program after new eligibility rules 
were promulgated.^ For 1985, the president has planned slight reduc- 
tions4t^unding4br_WJCLand-child nutrition areas of the budget. 



Special Seniccs and Other Income Assistance Programs 

There are numerous government social service grants and low-income 
assistance programs which have not been mentioned. A few of the 
more important ones wili be briefly discussed in this section of the 
chapter. 

Housing 

A 1982 survey by the U.S. Conference of Mayors found thiit ch^ basic 
human necessities of food and shelter led the list ox emergency scr-/- 
ices needed by most cities. While there is no official stan.st3c on the 
number of homeless in America, experts believe thai bewcen 500,^)00 
to 2 million people have no real home.^^ Increasing unenrypioyme^ 
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and loss of income only partially accounts for what is literally a tide 
of street people. Qther reasons include the accelerated deinstitu- 
tionalization of patents from mental hospitals who have no place to 
go when released intbi the community, the removal of former mental 
patients from Social Security Disability rolls, the acute shortage of 
low income housing, the reduced federal subsidies for construction of 
new low-income houses and apartments, and the public opposition to 
construction of low rent units for the poor and of group residential 
homes for released mental patients. Private groups are spending al- 
most S500 million a year on providing shelter. Cities and counties are 
beginning to allocate additional resources for construction of low-in- 
come municipal shelters or for housing vouchers. Yet these efforts 
are not enough. Kim Hopper, research associate for the Community 
Service Society of New York notes: ''More and more people are 
being pushed to the brink of having to choose between eating regular- 
ly and paying the rent. Without some form of subsidy, many of these 
people will eventually \yind up on the streets.'"*^ 

Federal action is slow in responding to this crisis. Only a small per- 
centage of housing units are owned publicly, and federal subsidies go 
to a small number of needy. Professors Sternlieb and Hughes from 
Rutgers University offer this evidence: 

Direct publicly owned housing plays a relatively miniscule role. 
As of 1980, for example, only 1.3 millilon units, out of a total 
housing inventory of 88 million dwelling units, were publicly 
owned and operated. In total, about 4 million low- and moderate- 
income households were receiving home form of federal hgusing 
subsidy in 1980. only 5 percent of the nation's 80 million house- 
holds. While state and municipal tlnancing aid has grown in im- 
portance, their total input is stili small — and spread to a variety of 
income groups, as indeed holds true for the federal input a^ 
weH>7 

The Reagan Administration proposes a housing voucher system 
which is an ''earmarked income supplement to meet the gap between 
some appropriate portion of income — typically 25 percent, subject to 
certain allowances — and the market cost of extant housing. '"^^ Indi- 
vidual members of Congress have introduced various plans to meet 
the heeds of the homeless. These bills include the following examples 
of government assistance: grants to cities to set up emergency shel- 
ters, grants to nonprofit agencies to convert existing buildings into, 
safe shelters, tax incentives for developers to renovate potential shel- 
ters, and a jobs: plan to find employment for the poor so they can af- 
ford decent housing. 

If th e plight of the homeless continues t o attract media a nd_pniiticaL 
attention the progress of these proposed remedies must be followed in 
1984. Many. of these programs are stopgap measures to meet the cur- 
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rent crisis. Long-term solutions to the problems of those who lack 
adequatp housing are still being developed. 

Energy Assistance \ 

During fiscal year I98I , Congress enacted the Low-Income Energy 
Assistance Program (LIEAP) to provide $L85 billion in block g^nts 
to states, Indian tribes, and the territories to help needy people v\(ith 
heating and cooling bills. Rigby and Scott of the Office of Research 
and Statistics of the Social Security Administration provide the ra\ 
tionale for this income assistance proposal: \ 

Of particular concern to Congress was the impact of these in- 
creased fuel costs on the low-income population. In 1978, the per- 
cent of income that the poorest households spent for energy was 
more than four times that of the population as a whole. Since 
low-income households spend a larger proportion of their income 
on energy-related expenditures than do other households, they 
Ipse-a larger proportion of their real incomes when energy prices 
rise. 

The 1981 program, unlike some of the previous federally funded 
energy assistance programs, was intended primarily to reduce the 
average home healing costs for low-income households.^^ 

Low-income eligibility for this program >yas defined as a household in 
which ''one or more persons receives AFDC, food stamps, SSI or 
certain veterans' benefits or to households with incomes that do not, 
exceed 150 percent of the state poverty level or 60 percent of the 
state median income, whichever is higher. The state must publicize 
the program, with special emphasis on notifying elderly and handi- 
capped persons. 

Under LIEAP, over 7 million households received heating as- 
sistance and 400,000 received cooling assistance at a cost of $1.56 bil- 
lion to the federal government. After repeated attempts to cut this 
program, the president has recommended funding LIEAP at its 1981 
level. 5» ' 

Social Services 

Social services differ from income assistance programs such as AFDC 
or SSI in that aid is given in the form of offering a service rather than 
a cash payment. Among those social services focused on the poor are 
day care, counseling, recreation centers, family planning, preschool 
education, nutrition education, and protective services.^^ xitle 20 of 
the Social Security Act authorizes a Social Services Grant which in 
1981 was transformed into a block grant. This means that federal 
funds are made available to the states for discretionary spending on a 
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broad range of services. The 1981 Budget Reconciliation Act also es- 
tablished a new community services block grant to states which was 
funded at $389 million a year, a 25 percent cut from the- previous 
year. 

Many of the programs consolidated into these two block grants 
were started in the 1960s under President Johnson's Great Society 
plan. The present administration proposes a total of $5,371 billion for 
social services for the aged, families, and others in 1985. This repre- 
sents a decline of $642 million from 1984. The Social Servicies Block 
Grant would be funded at $2.7 billion, a slight increase over this 
year's budget. 

General Assistance 

Many states prbvide tlieir own general assistance or welfare for those 
who do not qualify for other federal or state programs. Depending on 
their economic situation, from 500,000 to 1 million people receive 
some type of cash or in-kind aid from states and localities. As with 
other programs involving state discretion, payments between states 
vary widely. 



Welfare-Work Ethic 

t 

T!:e preceding analysis of various cash and in-kind government as- 
sistance programs demonstrates the ambiguity of welfare in America. 
While the truly needy should be given assistance, the public must be 
ever vigilant that only the destitute receive subsidized aid. Compas- 
sion for the poor is mixed with resentment because of the belief that 
some people have it too easy. 

It seems that no one is really pleased with the delivery of assist- 
ance to the poor. Keeley and Robins, senior economists at SRI Inter- 
national, note: 'There is a growing consensus that current welfare 
programs are inequitable, have undesirable social and economic in- 
centives, provide inadequate benefits for some, and are too complex 
to administer efficiently. Furthermore, the welfare system has be- 
come very costly. Of course, the political and social debate cen- 
ters on which direction welfare reforms will take. The current ap- 
proach is characterized by removal of many marginal aid recipients 
from government assistance programs. Those individuals who are not 
eligible for such aid would receive little help if more money were sud- 
denly pumped into existing programs. Professors Danziger and Gotts- 
chalk explain: 
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The growth in transfers has been accompanied by some declines 
in work effort and savings that may have contributed to sluggish 
economic performance, but the magnitude of these declines is es- 
timated to be small, ^vfcre cutbacks of the programs will lead^to 
^ small gains in efficieney but large increases in poverty. However, 

continued expansion ^f current transfer programs is likely to pro- 
duce increasingly small reductions in poverty because it will not 
aid those among the poor who do not receive any transfers, and it 
will do little to reduce pretransfer poverty. 55 

President Reagan and his advisers are also relying on increased eco- 
nomic growth to enhance the position of those in poverty. However, 
this could be a long'wail. Danziger concludes: 

President Reagan's welfare reform has reduced AFDC case loads 
and increased poverty for many welfare recipients who were mix- 
ing work and welfare. The Reagan program assumes that those 
who remain poor will be better off waiting for .economic growth 
to trickle down from those abo . them rather than relying on wel- 
fare and public jobs programs. However, given the recent projec- 
tions of high unemployment and slow economic growth through 
the mid-1980's, it is likely that the wait confronting these families 
will prove to be longer than they or the Reagan Administration 
-Mticipate.^^ 

N|?bh of the criticism leveled at the present system revolves 
around concerns that welfare discourages recipients from finding 
meaningful work. The generally held belief that something must be 
done about the ''welfare mess" usually reflects a deeper attitude that 
many of the poor somehow choose' a life of poverty instead of gainful 
employment. Sociologists Neubeck and Roach describe this concept: 

The poor are seen as largely indifferent to this (work) opportunity 
structure, preferring living on public handouts to working. The 
conception of the poor as basically lazy and responsible for their 
economic circumstances has long served as a rationale for limit- 
ing the extension of financial assistance. Anything more than the 
most meager and begrudgingly given aid— tied to a complex set of 
eligibility requirements and a constant search for ''welfare 
cheats**— is seen as rewarding indolence, encouraging dependen- 
cy on the dole, and increasing the tax burden of those who work 
for a living. 

George Mason University economist Walter Williams summarizes 
this view: 'The poor are poor, not stupid. If you give them incentives 
to be poor they will stay that way. Entitlements subsidize poverty 
and anyone knows that when you subsidize something you get rnore 
of it and when you tax something you get less/'^s jhe particular 
;'tax*' wEich has been used to encourage the poor to become produt;- 
tive workers has taken the form of benefit reductions or workfare. 
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Workfare 

V. orkfare refers to ^'a system that requires recipients of government 
assistance to 'work off the valncs of their benefits in assignments 
with governmenl agencies or nonprofit groups. This is not a radi- 
cal idea. Leonard Goodwin, professor of the Department of Social 
Service and Policy Studies at Worcester Polytechnic Institute, docu- 
ments over three centuries of proposals to put the able-bodied poor to 
work. He notes the four basic propositions which serve as the foun- 
dation for v/orkfare: 

1., Welfare i^ccipicnts should work for the public benefits they re- 
ceive. 

2. Workfare experience will improve job skills and work habits of 
participants. 

3. Work requirements will discourage malingerers from applying 
for. or staying on. welfare. 

4. Welfare rolls and costs will decline as malingerers drop out of 
welfare and employable recipients gain the experience needed 
to obtain a job.^^* 

There is ample opportunity to lest the validity of these proposi- 
tions. Since 1961, over tvventy state and local governments have es- 
tablished work requirements as a condition of general assistance. In 
1982, Congress authorized the states to require work as a condition 
for receipt of AFDC and food stamps. Twenty-two stales have moved 
to require workfare for some portion of AFDC recipients and twelve 
states have experimented with pilot projects for food stamp work- 
fare. The results of most studies of these programs indicate mar- 
ginal success in meeting the goals of reducing welfare payments and 
finding meaningful work for the poor. 

Goodwin summarizes the results of a 1961 Bureau of Family Serv- 
ices study of workfare in twenty-six states: 

• Work relief costs more in public funds than does a simple as- 
sistance program. The better programs ^11 showed evidence of 
considerable expenditure for administration and supervision. 

• Work relief by itself does noi significantly reduce the assistance 
rolls. It can do so only if the economy produces additional reg- 
ular jobs. 

• Work relief projects useful to the community are likely to inter- 
fere with regular employment and so are difficult to justify.'*- 

Additional studies in the 1970s in California, Utal^, and Massachusetts 

rc^acJigdLsjniiia^^ Morton Sklar of the Center for NatiojiaL 

Policy Review at Catholic University notes: 

Every objective assessment of workfare that has been done, in- 
cluding some carried out by state governments themselves, have 
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found that workfare costs more than it saves in reduced bcnclV. 
payments. California-s own aases^ifnent found that "workfare did 
not prove to be adminisiraiively feasible or practical." The com- 
parison of counties applying workfare with nonworkfarc jurisdic- 
tions found no savings through reductions in the average size of 
grants or in the number of participants leaving welfare. A Bran- 
deis University study of Massachusetts workfare also found no 
• significant reductions in welfare payments. Cost'', of $445 per cli- 
ent to rjLin the program were not offset "cither in terms of in- 
creased work or reduced welfare costs/' the Brandeis study con- 
cluded.^^> 

Workfare has generdlly not improved job opportunities for welfare 
recipients enrolled in the program since most of the work is menial la- 
bor. However, it has raised claims thai these people displace existing 
paid workers and that mothers with chiLfren must find child care for 
their youngsters. Concern has also beenexpressed tha; such arrange- 
ments will not be in the best interest of the children placed in inade- 
quate or dangerous ca^^ situations. 

AW of the studies on workfare have methodological flaws which 
limit their generalization. Belter designed studies evaJuating new pro- 
grams may provide information on the effectiveness of this policy op- 
lion. Until such time- as this data i;r available; the conclusion that 
workfare is unlikely to meet its goals ^eems-ti^ reflect- the-Fe&uUs-<4^ 
existing research. Public doubts aboat the extent of ^'freeloaders" un- 
der the status quo's welfare system are magnified under proposals for 
a guaranteed annual income or negative income tax for the poor. 



Proi>osals_guaranteein g a minim um income to all citizens, whether it 
is achieved by assistance or a negative tax» are not new. In the late 
1960s and early i970s, these plans were the subject of heated Con- 
gressional debate. The Office of Economic Opportunity in, 1%7 spon- 
sored four pilot projects at a cost of $100 million to study the feasi- 
bility,of a negative income tax. Presidents Nixon and Carter both 
proposed consolidating existing income stipport programs into one 
universal NIT. There are existing federal assistance programs which 
have the major characteristics of an income guarantee. New York 
senator, Daniel Patrick Moynihan indicates; 

In 1973 a guaranteed income for the aged, blind, and disabled was 
establi shed as the Supplementary Security Income program, the 
^ one part^oF :nc hamily AssisiaiYcc t'lan propo5itc1"*by~Presidcni 
Nixon in 1969 that was enacted. Moreover, the Congressional de- 
bale over FAF ied to the Earned Income Tax Credit, a limited 
negative income tax for the working poor.*** 
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MpsI piuns tor ^uar;snlccing an incornL: lo all citizens envision ihc 
(>Ai or NU rcpiricjng existing welfare proi'i.nns. Economist Miiion 
l-neJman argues "We should replace the ragbag of specific welfare 
pr'.\i:ran;s \M!h .i single com pre h ens jv^ program Of income supple- 
nicnis m cash — a negative income tax. It would provide an assured 
mmtmum to pt.'rsonv in need, regardless of the reasons, for their 
need ■ This can be done for far less than is spcrM on our present 
wel^ire system, notes iTiedman. The Urban Affairs Council agrees 
th;{i such an income guarantee "would be relatively inexpensive, 
ci>s'<ni! far less than the complex of programs which w-e have piled 
tip. one on top of the other, in recent years/'*'''' Allan Sheahen, author 
of iiuitranivi'd Incotnr The Ria^hi /«i . xonomic Security, claims the 
?'oliowing advantages 

Ihc .idoplion of a gu.jranlccd :fuurne would vjnuaily wipe on* 
hi/UK'^'r and povcri> in Amcnc.i. ii would provide economic >e- 
vi fik** *o everyone, even ihoiigh. at any one time, it would he 
iiscd by only a lew. It ^voi;td be like an insurane*! policy Ii \t.oiJld 
give eas-h of us the assur^jncc thai, no matter what happened, we 
afui our !amiiics uould no? starv'e. 

I In UR- iaie 1960sl The President's commission said that simply 
^ccaijst; one exists, one is e milled to ccriiim inalienable iiuman 
xv^hi — hfe. liberty and the pursuit of happiness. Thai to secure 
ihcve fights, evofv S citizen should be guaranlecd a minimum 
income — em'Uk'h for lcK>d. shelter and basic necessities/'" 

The assumptions have not gone unchallenged. Consolidation and 
ehmmaiion of current assistance programs would work a distinct 
hardship on noncUizens who rely on these benefits. The impact of this 
wa.s discussed more fully'm Chapter 2. Claims that a federally guaran* 
iced income would reduce iivz ioi'^\ amount of well''are payments can 
only be assessed once (he benefit level of the QW is set- A new 
(ederai program could involve substantially greater ouilays of public 
tunds. Kccley and Robms have examined various income guarantee 
levels and work incentive rates and concluded; 

C*os:s vary wKlely with the parameters of the program The most 
expensive program costs S30 billion more (in I974i than the exist- 
ing welfare system and has x\\c participation of approximately 19 
percent of aJi husband-w ife families and 73 percent of all female* 
headed families The least expensive program costs only 52. 2 bil* 
hon more than the current welfar^sysicm and has the parucipa- 
tion of approximately 7 percent of-till husband-wife families and 
51 percent of all femalC'headed families, in 1978 dollars, the net 
cost of these programs would be S40.5 billion and S3 billion, re- 
spectively/^^ 

It js even possible Jhat some recipients of a G.Ai or NIT would re- 
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ceivc /educed benefits. There are two sct^narios under which this 
would occur: 

• it" the GAl is set below the level of assistance now provided i/V 
more ^lenerous states those recipients would lose mon*:)'. 

• loopholes in the present- system enable families to take adv;»n- 
lape of very kvA benefit rei*'iction rates wher they also work. 
The effi^ctivc tax rate on work could be .nuch higher '^nder a 
GAi 'T MT thus reducing total ^i^come 'o a family ''^ 

Perhaps the greatest problem with ; minimum guarantee of income 
IS the effect on vvork i xenlive. . If every peison in the United .Stales 
is provided '^n assurance that basic needs would be met with cash as- 
sistance from ihc federa' governmeiu. how mary would t . to fine} 
work ' Studio have been conducted which try to provide an answer 
to this important qt ^stion. 

\V(trk : rn lives 

Economic theory indicates that a universal NIT or GAI would reduce 
work incentives. "The guarantee reduces hours of work because it 
provides a source of income that enables families to maintain a given 
level of cimsumption without having to work as many hours. The lax 
rate reduces hours of work because it lowers the economic return 
achieved from working additional hours. The existence of four Of- 
Ur : of Economic Opportunity experiments with a guaranteed income 
provides a useful source of information on the *'real world" effects of 
sui h a program. Robert MofTilt. assistant professor of economic^sU 
Rutgers University describes the parameter of the pilot projects: 

The experiments were conducted over a number of years in se- 
lected "test bore" site-^ across the country: New Jersey an(^ 
Pen'.)f>y!vania (1968^72); rural areas of North Carolina and Iowa 
(1970-72); Seattle and Denver (1970-78); and Gary. Indiana 
(1971-74), Three of the tests were limited to specific groups of 
people: only husband-wife couples were studied in New Jersey 
and Pennsylvania and in the rural experiment, and only blacks in 
the Gary lest, although the Gary lest included both couples and 
families headed by women. All races and family types were in- 
cluded in the Seattle-Denver stud> 

The sample sizes for the experimc.iis were: 1.300 in New Jersey 
and Pennsylvania; 800 in the ruraf tests: 4.800 in Seattle-Denver: 
and 1.800 in Gary. 

The particular study methodology is provided by Greenberg. Moffilt. 

and Friedmann: \^ 

In these cxpenments. families were randomly selected and as« 
signed to one of veveral experimental groups or to a control 
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group. Experimental families were eligible for cash assistance 
from income-conditioned cash transfer programs of varying gen- 
erosity, while c ontrol families received no experimental p ayments 

but co fvtTnue^To receive whatever benefits they were eligible for 

under existing assistance programs. '7- 

Results from all studies indicate there was a reductiion in work 
eft'ort associated with a guaranteed income. Greenberg and his associ- 
ates report: "The four negative-income tax experiments have now all 
produced estimates of the effect of an NIT on the work effort of the 
participants. Although varying in statistical significance and in magni- 
tude, these estimates, as anticipated, point strongly to a reduction in 
work effort. These results are conveyed in Table 4 which shows 
the difference in hours of work per week between the experimental 
and control groups, broken down for husbands, wives, and female 
heads of families in each of the test areas. Work effort is shown as 
hours of work per week, but most of the studies actually measured 
work hours over longer periods. Moffitt concludes: **Data presented 
in the table are unequivocal evidence that hours of work are reduced 
by the negative income tax. The disincentive effects for husbands 
range from about 1 percent to 8 percent. For wives, they vary much 
more— from almost zero to 55 percent (although the latter figure may 
be a statistical anomaly."^** An explanation of the particular disincen- 
tives such as GAI could generate includes both a reduction in the fu- 
ture supply of laborers for low-paying jobs and a decision by employ- 
ees currently in such jobs to drop out of the labor force. 

As impressive as these findings sound, there are several limitations 
on the experiments which should be considered when assessing the 
results. Moffitt summarizes these: 

• The most important qualification is that the experiments by and 
large lasted only 3 years, a fact which was known beforehand 
by the families who agreed to enroll. Participants consequently' 
may have behaved differently than they would in a permanent 
national program, although it is not obvious whether they would 
respond more or less under non-test conditions. 

• Another limitation of the experiments is that they yield very lit- 
tle information on the welfare participation rate one might ex- 
pect from a national negative income tax. 

• A final problem with the experiments relates to the underreport- 
ing of income by the experimental and control groups* In the 
Gary experiment, there is some evidence that the female family 
heads in the experimental group uoderreported income substan- 
tially more than those in the control group, and that the reduc- 
tion in work effort indicated by the data was partly spurious. 

On balance, however, there is adequate statistical support for the ex- 
istence of work disincentives under a guaranteed income proposal. 
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AVERAGE DIFFERENCES IN WEEKLY HOURS 
BETWEEN CONTROL AND EXPERIMENTAL GROUPS 
IN FOUR TEST AREAS 





Husbands 


Wives 


Female heads of families 




Absolute 


Percentage 


Absolute 


Percentage > 


Absolute 


Percentaee 


Area and source of estimate 


difference 


difference 


difference 


difference 


difference 
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and Welfare and Bawden:^ 














North Carolina blacks i 


3-2.9 


8.0 , 


3-5.2 


31.3 






North Carolina whites 


2.1 


5.6 - 


-2.2 


21.5 
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Table 4 (Continued) 





Husbands 


Wives 


Female heads of families 


Area and source of estimate 


Absolute 
difference 


Percentage 
difference 


Absolute 
difference 


Perc,entage 
difference 


Absolute 
difference 


Percentage 
difference 


Seattle-Denver 














Kceley and others-^ 


3-1.8 


5.3 


3-2.1 


14.6 


3-2.6 


11.9 ' 


Gary 

Mnffitt'' 

JIS'IUU t * ****** ********* 


-16 


4.7 


0.2 


3.7 


3-2.0 


27.8 



'Sec kmm Ripri: Haw km\ Graimid M kmk Experimni (U.S. Department of Health, Education and Welfare, 1973), 

■See Robert Hall, "Effects of the Experimental Negative Income Tax on Labor Supply," in Joseph A, Pechman and P. Michael Timpane, eds., 
Work kntim mikom Gmrmim (The Brookings Institution, 1975). 

'Significant at 10-percent level ( 15 percent for New Jersey Department of Health, Education and Welfare estimate). 

^Sce Siwimn Ri'pori Rml kom Mammm Experimni (U.S. Department of Health, Education and Welfare, 1976). 

^Sec Michael Keeley. Philip Robins, Robert Spiegelman, and Richard West, "The Labor Supply Effects and Costs of Alternative Negative In- 
come Tax Programs.' ' Jomal o/ Hmm Rmurca, Winter 1978, pp. 3-36. 

% Robert A. Moffill, "The Labor Supply Response in the Gary Income Maintenance Experiment." Journal of Humn ksdurces, Fall 1979, 
PP.4M, 

Note: Hours differences are regression-adjusted for differences between experimental and control group members in years of education, age, and 
similar variables. 

Dashes indicate data not available. 



From: Moflitl, MonthhLakrMcw, April 1981, p. 2>/ 
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-This-wiil alieriate'poienii'arsuppbrt fdr the escalate the costs 6T a 
GAI, and cause problems for those sectors of the economy which rely 
on cheap iabor."^^ 

Conclusion 

The status quo has designed income maintenance programs to meet 
the needs of the poor. Budget reductions and eligibility restrictions 
have begun to erode this **safety net" of support for those who are 
incapable of supporting themselves. At the same time, an increasing 
emphasis has been placed on requiring work from those capable of la- 
bor. Peter Gottschalk, writing in the Encyclopedia of Economics con- 
cludes: 

There is a growing tendency to focus on the differences among 
various segments of the poverty population. Roughly 68 percent 
of all poor household heads are not expected to work— disabled, 
aged, women with children. For these people work disincentives 
are not an issue. A program with high benefits and high benefit re- 
duction rates would be appropriate. The II percent of the poor 
who work full time are in need of job opportunities. The key area 
of disagreement lies with the appropriate programs for the re- 
maining 21 percent of the poor who are either single or male- 
headed households. ''^ 

It is precisely this issue of job opportunities which will be ad- 
dressed in the next chapter. 




4. Federal Employihenf Guarantee 



Resolved: That the federal government should provide employ- 
mentfor all employable United States citizens living 
in poverty. 

Basic Concept 

The third debate proposition under the general problem area of reduc- 
ing poverty focuses on federal provisions of employment for able 
United States citizens. In the preliminary voting conducted in Janu- 
ary, this resolution was the clear preference of a m^ority of those re- 
turning ballots to the National Federation. It v/iM probably be the top- 
ic selected by most states and summer forensics institutes. 

All three resolutions offer policy choices for reducing poverty; 
however, there is a fundamental difference between the first two 
propositions and the third. Both a guaranteed annual income and a 
negative income tax, as described in the first two proposals, are wel- 
fare programs which ensure minimum cash assistance to United 
States citizens regardless of their ability to earn a living. The disin-* 
centive to seek or keep work increases with the size of average pay- 
ment. The ''dole" is sharply contrasted with the third proposal, 
which calls upon the federal government to provide employment for 
employable citizens. While such a prop;)sal may be costly, it is more 
in keeping with taxpayers' concerns a!x)ut the work ethic of the poor. 
It must be remembered, however, that over half the poor now receiv- 
ing income maintenance benefits are incapable of working. Thus, an 
employment or jobs program cannot replace existing welfare for many 
^now in poverty. 

Provide Employment 

This resolution calls upon the government to "provide" employment. 
The use of the word "provide" creates ambiguity on how active the 
federal government must become in directly creating jobs. For exam- 
ple, when asked what was the single most important step this nation 
should take to bring down unemployment, Paul McCracken, econo- 
mist at the University of Michigan, responded: "Keep the economy 
on a sustainable path of expansion. Thus far, the path the economy 
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has taken is very encouraging. If we can keep that going, then we're 
heading toward unemployment of 6 percent, and if we*ll be patient, 
wc can probmbly work it down further/*^ Histoncdly, this emphasis 
on economic stability has been the foundation for full employment as 
documented by Charles Stewari: 

For most of the postwar period, employment policy in the United 
States emphasized tax and expenditure measures to maintain em- 
ployment—a derived demand— at or close to full-employment 
levels. The primary objective was to stabilize the economy at 
high levels of demand and thus minimize cyclical unemploy- . 
meni.- 

The benefits of high economic growth are to be translated into addi- 
tional jobs for the unemployed. Katherine Hooper Briar, assistant 
professor of social work at the University of Washington, explains: 

National policies concerned with the reduction of aggregate un- 
employment focus indirectly on getting the jobless back to work. 
They involve such actions as easing access to money (through 
changes in monetary and fiscal policies) to stimulate an increased 
demand for goods and services and to compel increased output 
and expansion. Such aggregate approaches to the creation of jobs 
presume a trickle-down effect from the increased flow of money 
and ignore .the fact that major pockets of inflationary pressures 
may occur in sectors of the economy long before thousands of 
dislocated workers have returned to work; such pockets of infla- 
tion often reinitiate anti-inflationary money-tightening policies. ^ 

The past decade has also witnessed an equal priority given to keeping 
inflation under control. These twin goals, of high employment and 
low inflation, have been virtually impossible to achieve simul- 
taneously. 

From the l%Os to the present, the government has also pursued 
more active labor intervention policies. These policies include federal 
and Slate programs promoting job training, tax incentives for employ- 
ers to hire persons with labor market disadvantages, and public serv- 
ice employment. One of the major domestic issues faced by both 
Congress and the president for the past three years has been the ex- 
pansion of training and jobs programs. There have even been calls for 
dirccf. government hiring of workers similar to the Civilian Conserva- 
tion Corps of the 19.30s. 

in addition to maintaining economic growth or directly hiring and 
training workers, the federal government also provides jobs through 
budget expenditures for federal programs. For example, public fund- 
ing for The B-1 bomber or the Space Shuttle creates jobs in the aero- 
space industries; funding for highways promotes jobs in construction 
and related industries; and funding for solar energy development fos- 
ters cmploymcni in companies which produce goods and services for 
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jthat alternative form of energy. Virtually every expenditure of public 
monies provides jobs to those who receive government contracts. 

Thus, the affirmative has a great deal of discretion in selectiiig the 
method of providing employment. Three additional observations are 
in order. First, this resolution does not require employable citizen'^ to 
accept the jobs offered by the federal government. Many of the issues 
discussed in Chapter 3 in the section on workfare are also relevant \o 
this resolution. Second, some affirmatives will;claim advantages T)ot 
only from employing people but also from the program which serves 
as the employer. For example, individuals could be provided with 
jobs building nuclear power plants, solar energy farms, or space sta- 
tions. Each of these projects had both advantages and disadvantages 
as separate policy proposals regardless of its impact on reducing un- 
employment. Affirmatives may claim these advantages as part of their 
employment program. Third, the debate proposition does not require 
full-lime jobs for employable poor. The affirmative may wish to com- 
b ne both full- and part-time work opportunities for eligible citizens. 

Employable 

Proponents of the debate resolution will provide employment to that 
portion of the poor who are employable. "Employable" is defined by 
Jerry Rossenberg. chair of the Department of Business Administra- 
tion at Rutgers University, as "describing people in the population 
who are able to work and who fall within certain age limits.""* In con- 
trast, those who are unemployable are people unable to find work. 
The term usually refers to an individual who is too sick, too young, 
too old. or too badly impaired in mind or body, or to anyone who at- 
tempts to avoid work or is a criminal. 

Despite these definitions, employabilily is seldom a clearcut deci- 
sion when actual cases are examined. When is a person too old or too 
young or loo ill or too disabled to work? An equally important ques- 
tion is who decides whether someone is capable of employment. 
Even conceding thai there are some individuals who can be phys- 
ically or mentally excused from labor, there are others who, because 
of other obligations, may not be required to accept employment. Two 
examples illustrate this category of employable people. Traditionally, 
single parents of young children have not been expected to work. 
AFDC was established with precisely this group as its target popula- 
tion for receiving income assistance. In those states experimenting 
with workfare, single parents of children under three years of age are 
exejnpt from work requirements. Yet an increasing number of such 
parents, especially single mothers, may actually want to find suitable 
employment. Economists Danziger and Plotnick note: 
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Members of this group cannot now be easily classified as ex- 
pected to or not expected to work. The past consensus that a 
woman without a husband should remain at home to care for her 
children has been eroded by the growth of labor force participa- 
tion by mothers in two-parent families. If single parents do not in- 
crease their work effort, and if, as we have argued, benefits in ex- 
isting programs are not likely to be greatly increased, then the 
standard of living of single parents will remain low.^ 

Another potentially employable group is comprised of teenagers six- 
teen years of age or over. The Department of Labor includes those 
sixteen or over who seek work in its unemployment statistics, al- 
though many youths only want part-time jobs. There is already con- 
cern that this age group is overcommitted to paid work. Janice 
Neipert Hedges, a labor economist formerly with the U.S. Bureau of 
Labor Statistics, argues: 

Student employment, particularly when it exceeds 15 or 20 hours 
weekly, has been found to entail costs as well as benefits. The 
costs include diminished involvement in school-activities, in- 
creased absenteeism from school, and possibly a decline in aca- 
demic grades. The National Association of Secondary School 
Principals, noting that some students appear to be working exces- 
sive hours, has urged that a proper balance between job experi- 
ence and class time be maintained.'' 

Will teenagers who live in poverty be eligible for the jobs provided by 
the affirmative? 

There are significant social costs involved with a federal employ- 
ment program which encourages single parents and students to work. 
There are also grave social costs attached to a policy which excludes 
these groups from such .a program. | 

Living in Poverty j 

The people targeted for federally provided employment are those liv- 
ing in poverty. Chapter 2 discussed the difficulty of setting a valid 
standard of poverty. Thus, the exact number of individuals who are 
.covered by the mandates of the affirmative plan is open to question. 
Thel-e are additional problems created with the proposition's re- 
strictive language. Those in poverty may not possess the skills neces- 
sary to function in the jobs created by the affirmative. One of the 
anomalies of the current unemployment problem is that there are jobs 
available, but those who are unemployed do not have the education, 
skills, or training to find work in those jobs. If an affirmative plan pro- 
vides employment in technologically sophisticated areas, it will not 
benefit those now in poverty. Another difficulty arises if the affirma- 
tive goes beyond the mandate of the topic to employ those who are 
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not in poverty. Theoretical issues, such as extra-topicklity of plan 
provisions and negative use of counterplans, will be utilized to pre- 
vent the affirmative from illegitimately expanding the scope of the 
topic. 

It is usually assumed that if all those in poverty who were able to 
work had a job, poverty— for this group at least— would be elimi- 
nated. Unfortunately, this assumption is not true. Millions of em- 
ployed Americans earn wages below the official poverty line. The 
U.S. Bureau of Labor Statistics utilized data from the 1982 Current 
Population Survey and found: 

Among the 65.3 million persons employed 50 weeks or more who 
usually worked full time, 5.2 million reported earnings of less 
than $6,700, the minimum wage equivalent for a full year's work. 
Although a large number of these workers were self-employed, 
the majority were wage and salary workers. ... 
Almost 2 in 4 of the 5.2 million workers with low earnings from 
yearrround, full-lime work lived in farnilies with total income be- 
low ihe poverty line. Among the women who maintained their 
families, nearly half of those with full-year earnings of less than 
$6,700 fell below the poverty line, as they were unlikely to have 
other earners in the family.** 

The availability of jobs will not necessarily raise families out of pov- 
erty. A combination of rate of pay and duration of employment will 
ultimately decide the fate of the working poor. 



Unemployment: Measurement 

An unemployed person may simply be defined as ''a member of the 
labor force who seeks work but does not find it."^ The Department of 
Labor has a more specific definition. 

Unemployed persons comprise all those who did not work during 
the survey week, who made specific efforts to find a job within 
the^pasl four weeks, and who were available for work during the 
survey week (except for temporary illness). Also included are 
those who were available for work, and (1) were waiting to be 
called back to a job from which they had been laid off; or (2) were 
waiting to report to a new wage or salary job within 30 daysjo 

Those under the age of sixteen are not counted as being in the labor 
force. The number of unemployed is divided by the total employed 
and unemployed in the labor force to produce an unemployment rate. 
Therefore, an unemployment rate does not directly measure the 

number of people working in any given year. 

During the last ten years the average unemployment rate has been 
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7.59 percent. A review of labor statistics shows the foiiov/ing rates of 
unemployment: 



1974 


5.6 percent 


1975 


8.5 


1976 


7.7 


r,77 


7.1 


1978 


6.1 


1979 


5.8 


1980 


7.1 


1981 


7.6 


!982 


9.7 


1983 


10.7 


1984 (est.) 





During each of these years the total labor force in the United States 
grew, i.e., each year more Americans were working than the year be- 
fore. 

Full Employment 

A certain level of unemployment reflects the normal cycle of workers 
voluntarily changing jobs. This level is designated as **full employ- 
ment." During most of the 1960s and 1970s full employment was con- 
sidered 4 percent. Currently, there is an agreement among many 
economists and government policymakers that a 4 percent level of un- 
eraployment is unrealistic. Professor Briar notes: 

At one time, it was assumed that optimal conditions of unemploy- 
n»cnt and inflation occurred when unemployment was reduced to 
4.5 percent or 4 percent. Such percentages were designated as 
measures of a **full-employment" economy. In recent years, the 
inverse relationship between unemployment and inflation has 
been reexamined, and the optimal unemployment rate has been 
raised to 6 percent, which is considered a more realistic measure 
of a **full-employment" economy.^* 

The president's Council of Economic Advisers (CEA) considered 
dropping the whole idea of developing a full employment estimate be- 
cause it set unreasonable policy targets. Council nriember Williani 
Poole maintains: ^^Identifying a number that you can call full employ- 
ment is awkward and puts you in a fuzzy never-never land."^^ Duns 
Business Month, a publication for the business community, notes the 
reasons for the change in the concept of full employment: 

But the world has changed (since the early 1960's) and most ex- 
perts, both liberal and conservatives, agree that the 4% yardstick 
is no longer valid. This is due to such factors as the profound 
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changes in th.i makeup of the labor force, including the massive 
entry of wom;n and unskilled teenagers; the disn^aying decline of 
heavy industry; the rapid growth of high-technology firms that de- 
mand new skills; the geographic shift of planis and capital out of 
the Frost Belt to the Sun Bell; and the phenomenon of the under- 
ground economy, which employs untold numbers of people off- 
the-books.*-* 

There still are, of course, disagreements as to what level of unem- 
ployment the economy and, more importantly, policymakers should 
tolerate. Paul McCracken indicates, **We ought to be able to get 
down to something like 6 percent and maybe lower." Lester Thurow, 
professor of management and economics at MIT, believes that the 
United States can still aim for a 3 to 4 percent level. Martin Feld- 
stein, chair of the CEA. estimates a 6 to 7 percent level while Jason 
Benderly, chief economist of the Prudential Insurance Company, sees 
full employment at 7 to 7.5 percent. Duns Business Month notes: 

Such talk is shocking to labor leaders and liberal economists. 
"No other economy in the world would accept those numbers," 
says AFL-CIO economist John Zalusky. **This level bf umim- 
ployment is a terrible waste of human resources, and the Reagan 
Administration is making a fatal mistake if it believes the Ameri- 
can public will settle for 7%." Harvard's Quinn Mills is equally 
outraged: /i don't buy any of those numbers," he says. "Unem- 
ployment should be no more than 3.%, period." To accept 7% as 
full employment. Mills maintains, is **to beg the purpose of \yhat 
the economy is all about — which is to provide people with 
jobs.'*>^ 

Why such a heated exchange over an economic statistic which is 
so difficult to quantify? The basic answer is that the full employment 
figure represents the level of officially acceptable unemployment. 
Government is expected to develop programs to reduce the number 
of unemployed to around that percent. The unemployed are not just 
economic statistics but real people. Each 1 percent of the unemploy- 
ment rate equals more than a million Americans who are unable to 
find work. The difference between Benderiy's estimate of 7.5 percent 
and Mills' 3 percent figure for full employment represents 5 million 
citizens without hope of federal intervention to spur creation of new 
jobs in the immediate future. 

Unemployment Statistics 

The official Bureau of Labor Statistics data which measure unemploy- 
ment do not give a complete picture of the scope of joblessness in 
America, To be counted a'S unemployed, a person must be actiyely 
seeking work. Many of those who have been out of work for a long 
period of time give up Ipoking for a job. These **discouraged" work- 
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crs are still without work but ihey arc not counted in unemploymcnl 
figures. Professor Stanley Moses and others "made this a central 
point of attack on American unemployment estimates, claiming that 
thc> underestimated the number of jobs needed to be created as an 
objective of economic policy."'" An estimated 1.5 million workers 
have given up looking for work. While total employment has in- 
creased, the number of discouraged worker^jj^i^s also increased. 

Although overall employment is up sharply from a year ago. 
blacks, women and teenagers as well as older workers displaced 
from basic manufacturing jobs continue to have a lough lime m 
the labor markeL 

A disproponionalcly large share of these groups consider lurlher 
job hunting futile. Blacks made up just 10.4 percent of the na- 
lion'v i.ibor force in 1983. but represented 28.6 percent of all dis- 
couraged workers. Similarly, women were 43.5 percent of the 
force OiJi accounted for 60.4 percent of those no longer seach- 
ing.'** 

This increase in discouraged job seekers may be one explanation for 
lower unemployment rates. Peter Duprey of Data Resources notes: 
'The large share of discouraged workers is a major cause of inhibited 
labor-force growth and consequently of the sharp unemployment-rate 
decline/*'"^ 

On the other hand, there are claims that official unemployment fig- 
ures overestimate. the problem. While personally disagreeing wjtb 
their conclusions. Professor Briar notes: '^Some elected officials, as 
well as conservative commentators, argue that the statistics are inflat- 
ed to reflect persons who are not serious about finding work but must 
claim to-be serious as a condition for receiving aid from such pro- 
grams as food stamr>."^" .Another source of overestimation is teen- 
age unemployment. While conceding that the rate for this group is 
high, economist Sean Sullivan, a consultant to the American Enter- 
prise Institute, finds it necessary lo also consider how many teenagers 
are still in school because ••unemployment for these youths does not 
typically have the same meaning as it has for an older head of house- 
hold. Teenage unemployment rates that fail to consider school as an 
alternative to. or even as a kind of, work overstate the problem— al- 
though there are economically disadvantaged youths who must work 
to remain in school.***^' 

Many of these criticisms of unemployment data stem from the 
basic social and political orientation of the commcntatcr. Arvit 
Adams, former executive director of the National Commission on 
l:mplo>ment and Unemployment Statistic*:, concludes: 

Assertions that toe manv or too few are counted among the arw 
employed, for example, can ot^ien be traced to the crstic^s view 
thar ./group such as in^school youth or housc-ives has ne real 
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economic iiccd for work, ox aiternaiiv cl> . a group like tjis- 
couragcd workers has a rciii economic need for work. This per- 
ception confounds the debate over labor force classificaiions by 
inirvxJucing the social welfare criterion into the classification deci- 
sion alongside the labor force attachment criterion.-^ 

Another problem with the use of uncmploymeni statistics is the mis- 
Uikcn belief that such figures accurately provide a count of the 
number of wori ers unemployetl cach year. Such is not the case* as 
Prot'essor Briar explains: 

The number of jndividuals who arc directly affected by uncm- 
pioymcni each year is two to three times the ofUcial unemploy- 
m«*fU rate. Owing to the dynamic nature of uncmploymcns» some 
people may return to work at ihe same time thai others become 
uncrnplo> ed. Therefore, when the annual unemployment rate hits 
9 percent, for example, the incidence of joblessness in the popu- 
lation during that year may be as high as a quancr of the working 
p<>pula!ion. Because ethnic minorities, youths, women, and the 
elderly are disproportionately victimized by joblessness^ uncm- 
pioymcni among such groups may be twice that of the genera) 
population and— in the case of mrnonty youths — four to six.iimes 
thai of the general population.--^ 

(. >r (/cr t • mp it n- me n i 

A final l^ibor concern which ts not addressed by data on unemploy- 
men! IS the existence of underemployment A worker who is undep 
employed, according to Rosenberg, is unc who '*is working on a job 
a lower level than that for which he or she was trained or is experi- 
enced to handle. Total sKiHs arc untapped, and the employee is often 
H\j^uaied and/or angry wuh ihc job situation ' One cause of ineff^- 
^icn\ utili/aijun of workcrrs is involuntary par^^ time employment. In 
1981, iJmosi 14-6 million persons experienced such a siuiation- A de- 
mographic analysis of such persons by the Bureau of Labor Statistics 
rc^cai'v. 

Almost 50 percent of husbands hs:t oniv one-guartvr oi the wives 
work;n^5 part un\c did so involuntanlv .Amonp men and women 
who maimamed lamilie^ alone, most of those ^.orkmg part time 
would have preferred full -time work 

One \n"y of the blacks and 2 m 4 of the Hispamcs who worked 
part i?me involuntarily lived in a poor family compared ^.viih reia- 
lively few whites (1 in "i. .Among black women who niAinlained 
families alone and had some involuntary part thne work, more 
than 50 percent were in poveny 

Another source of underemployment is the inability of better edu- 
cated workers to find jobs which will utilize their cducatiional back- 
ground. These workers are 'overqualified*' for their current ^Mow- 
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* skiil" jobs. Beverly Burris. a socioiogisi at Trinity University, cites 
the following research to support lis conclusion: 

• Siames and Quinn (1979) ^ound that in 1977 36.5 percent of 
VS. workers fell that ihcy were not fuily using ihcir skills, 
compared with 27 percent in 1969. 

• Duncan and .-lofTman ^'*^78) found thai 42 perccni of w.orkers 
fell oviy-cducatcJ for ihci/ jobs in 1976. 

• Norwood (1979). using Bureau of Labor Siaiisucs data^ found 
thai only 45.9 perccn? of college graduates found professional 
and lechnica' jobs dunnr l%9-78. compared with 73.2 percent 
dunng l%2-^39. Moreover college graduates were increasingly 
entering the labor market as iow-levci workers, especially in 
clcncal and sales positions. 

• B^rg el al. (1978) using 197! data found thai 51 perceni of ali 
college graduaic: and 24.8 perccni of ihc er.iire U.S. labor force 
were underemployed. 

• Rur.ibcrgcr 0981). comparing 1960 and 1976 data, found that 
•'['he distribution of educational attainments . , . shifted drarnat- 
ically during this period": by 1976 less than 25 percent of uic 
U.S. population had low-level education, but nearly hal^ had 

rcquinng low-lcvcl skills. 

.Such workers experience iwcreascd job dissatisfaction, higher turn- 
over rates, reduced job involvement, -educed co-worker p-iatiors. 
lower self-esteem, and lower job pioduclivity.-" 

What th: research on under employment demonstrates is that work 
alone is not sufficient for satisfacti^.n. Rather, the nature of the work 
m relation to employee skills a key ingredient for success on the 
job. This match of job and skills is oftr n ikuored in discuss'ons on 
government job creation. 



L nemploynnent: Profile and Cam s 

Hxacil> who are the unemployed'^ Earlier in ihis chaf *r it was re- 
ported that appro.ximately 3 percent of those who are out of v ^rk are 
volunlaniy changing jobs. Others arc unemployed because the current 
recession has slowed growth and. with an upswing in the economy, 
they Will be rehired in their old jobs. However, there exists a segment 
of the unemployed who lack the skills or ubility to find employment. 
This group is referred to as structurally unemployed. Table 5 presents 
an m-dcpth profile of population groups and their unemployment ntes 
for the first half of 1983. 

• .'nfortunalely. the groups who had higher than average joblessness 
during the recession of the i980s also traditionally exhibited high un- 
employment rates- For example. Hispanics. because of low education 
levels, language difficuiiies. and vestiges of discriminaiior-. have high- 
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1983 UNEMPLOYMENT PROFILE 
U.S. DEPARTMENT OF LAJBOR STATISTICS 



Nationally. 
9.5% of the labor 
force, or 10.590.000 
men and women, 
are jobless 



i Adult .Men 


Adui*. Women 


Teenagers 


8.8%. or 


7.9%. e.-' 


22.8%. or 


: 5.208.000 


3.521,000 


1.860.000 


jobless 


jobless 


jobless 




Mamed .Men 


Marrird Women 


V^omen Who 


(spouse prcsenn 


(spouse present) 


Head Families 


6 1%. or 


l.iTyl:. or 


11.6%. or 


2.504.000 


1.846.000 


667.000 


jobless 

1 


jobless 


jobless 



; i i 

Whiles Blacks Hispanics | 

I fof any race) | 

8 cr 19.5%. or : 12.3%. or j 

7.95^,000 i 2.295.000 748.000 

johlesv jobless jobless | 



White Teenagers 

19.5%. or 
1,401.000 jobless 



Black Teenagers 

4«,l%. or 
397,00-. jobless 



Manufacrunng Workers 


Trade Workers ■ 


" 10.5%. or • i 


^ "% . or 


:. 276.000 jobless 


2. fi'-l/yX) jobless 


Finance. Scr.ice Workers ^ 


Govemi4*ent Workers i 


^ 3% . or 


5.5%. or i 


1.99^.000 jobless 


903.000 jobless i 



rt<rTr L'.S .S>K t and Wo^id Rtpori. September 5, 1983. 
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cr unemployment rates than whites. Teenagers also have severe prob- 
lems finding work, as reported by Editorial Research Reports: 

Many unemployed youths will face labor-market problems even 
under the best conditions. Because of a combination of societal 
and personal handicaps, these young people have difficulty find- 
ing and keeping a job. Many of them have dropped out of school; 
a disproportionate number of black and residents of ''inner-city" 
neighborhoods. 2« 

Another group, at one time referred to as the ''hardcore" unem- 
ployed — minority youths, minority women, single parents on wel- 
fare — do not possess the skills necessary to be hired by the private 
sector. A. F. Ehrbar, an editor of Fortune, reports that these groups 
foundered in the job market "because they are bereft of salable skills. 
Many arc unable to perform the simple task of filling out a job ap- 
plication or making change. A large proportion, especially among the 
young, haven't learned the fundamental discipline of showing up at 
work each day, following instructions, and sticking around until the 
shift is over."^^ While some individuals may lack the education, basic ,/ 
skills, and work experience necessary to successfully compete for 
employment, there are several other major causes of unemployment. 

- 

Displaced Workers 

The term displaced or dislocated worker, although not precisely de- 
fined, is **usuolly used to desc/ibe a worker whose job has perma- 
nently disappeared, be it from import competition, automation, or 
plain old consumer rejection of the product he makes. ''^^ There is a 
great deal of uncertainty as to the actual number of such unemployed. 
A study for the National Alliance of Business by Barth and Reisner 
cites "recent estimates placing the number of 'dislocated' workers in 
the U.S. somewhere between 100,000 and 800,000 and predicts that 
the actual figure will continue to rise as changes in technology occur. 

•While the problem (of worker dislocation) appears not to be a na- 
tional crisis.' the report says. *it is a critical issue for affected lo- 
calities.' Depending on the criteria, used between 270,000 to 2.2 
million workers have been displaced nationally. This data, summa- 
rized in Table 6. is from the Congressional Budget Office. Such 
claims do not go unchallenged. Ehrbar argues that past Congressional 
Budget Office projections have been in error. 

The figure bears little relation to the number of workers perma- 
nently displaced. It represents everyone who was laid off or fired 
in a declining industry', defined by the Budget Office as one in 
which employment fell in at least three of the last five years and 
was lower in 1982 than it was in 1978. But most of those workers 
liTc simply victims of recession and will eventually be recalled. 3- 
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Ehrbar believes that approximately 60,000 workers have been perma- 
nently displaced. 

Regardless of the precise number, dislocation undoubtedly will be 
"^^M^hgoing problem. More United States firms are likely to relocate 
Overseas at the cost of thousands of domestic jobs. U,S. Trade Rep- 
resentative William Brock claims: ' If businesses are going to com- 
pete, they're going to be putting their plants overseas because the 
dollar is too strong. An explanation is offered by U.S, News and 
World Report: 

Business is lost because foreigners have more trouble affording 
goods and services coming from this country as their currencies 
lose comparative value. At the same time, products made-in for- 
eign lands often can be sold at lower pnces in the U.S. ... 
The disparity is what has eliminated at least 2 million U.S. jobs, 
estimates David Packard, chairman of Hewlett-Packard.^^ 

High American wage rates allow foreign countries to bring goods into 
the United Slates at a much lower cost than similar domestic-made 

Table 6 

ESTIMATED NUMBER OF DISLOCATED WORKERS IN 
JANUARY 1983 UNDER ALTERNATIVE ELIGIBILITY 
STANDARDS AND ECONOMIC ASSUMPTIONS 

(thousands) 



Category of 


Number of 


Workers 


Workers 



Civilian Labor Force 

Eligibility Criteria 

Single Criterion 
Declining Industry 
Declining Occupation 
Ten years of job tenure 
More than 45 years of age 
More than 26 weeks of unemployment 

Multiple Criteria 

Declining Industry and: 
Ten years of job tenure 
45 or more years of age 
26 weeks of unemployment 
Declining Occupation and: 
Ten years of job tenure 
45 or more years of age 
26 weeks of unemployment 

Ficfn: Federal Reserve Bank of Atlanta. Economic Review, December 1983. 
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109,779 



1,240-1,590 
1,700-2,200 
840-1,200 
1,120-1,370 
840-1,200 



270-330 
270-340 
185-240 



300-390 
390-520 
310-490 
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products. Modernization and increased automation of basic industries 
such as steel, automobile, lumber, and textile have combined with the 
recession to eliminate over 2 million jobs, according to MIT econo- 
mist Harley Shaiken.-^^' 

There are two reasons why an economic revival may do little to 
help truly displaced workers. First, they lack the skills necessary to 
find jobs in the new growth industries. Audrey Freedman, an econo- 
mist for the Conference-Board, believes 'The biggest problem is a 
growing skills mismatch: hundreds of thousands of blue-collar work- 
ers who have been laid off in shrinking industries such as autos and 
steel don*t have the training for hi-tech jobs. A second problem is 
that nQw jobs are often located in difTerenl areas of the country and at 
substantially reduced wage rates. - 

Displaced workers do face some special problems, the greatest 
being geography. Most of the jobs that have disappeared are 
bunched in rust-bowl cities where unemployment rates average 
around I5%» while the greatest job growth is occurring in far-off 
places like Dallas and Oklahoma. 3"? 

The combination of a mismatch in skills and geography is one reason 
why the current recession is different from those of the past. Eco- 
nomic growth will not bring jobs back to basic industries, This fact is 
reflected in the increased duration of unemployment. By February of 
1983, 12 million Americans were out of work; 2.6 million were out of 
work for twenty-seven weeks or longer. William Johnson, a senior 
vice president with Blue Cross-Blue Shield health insurance, explains 
that **lhe average duration of unemployment is becoming longer . . . 
[and] high levels of unemployment may be more chronic than tempo- 
rary.'*^" The Congressional Quarterly Weekly Report supplies a con- 
sensus opinion when it notes: 

Analysts believe that many laid-off workers in troubled industries 
siich as steel or farm equipment or automobile manufacturing will 
not get their jobs back when the recession ends, because the jobs 
will have been permanently eliminated — by bankruptcies, chang- 
ing technologies or other factors. -^^ 

Compounding the problem of structural unemployment is the fact that 
many Americans cannot successfully compete for jobs now held by il- 
legal aliens. 



Illegal Aliens 

Depending on which estimate is believed, there are as many as 3 to 15 
million illegal immigrants working in the United States. Many officials 
in Congress and state government believe that these immigrants are 
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directly competing for jobs with Americans. Congressman Romano 
Mazzoli from Kentucky explains: 

Contrary to popular belief; it is presently not illegal to hire an an-- 
documented alien. As a result, hundVeds of thousands of undocu- 
mented aliens enter this country each year to lake jobs. 
These undocumented aliens come from all parts of the world, and 
take jobs in all sectors of our economy in all parts of our country. 
While no one knows for >ure how many of these jobs might other- 
wise be taken by Americans, it is clear that there are at least 
some job displacements, especially at the lower end of the job 
scale.'^o 

Malcolm ^ovoll, Lnder Secretary of Labor, has estimated that 40 
million Americans compete directly with illegal aliens for jobs. Sen- 
ator Lawton Chiles from Florida cites the cost of such competition. 

The problems created by^fiegal [alien] jobs cannot be overstated. 
It is estimated that there may be as many as million illegal al- 
iens in the United Sf^tes. Just last week 10.4 miljion Americans 
were unemployed. The Congressional Budget Office estimates 
that each unemployed ' orker costs $7,000 in unemployment and 
welfare benefits. !f only 1 percent of the jobs that are held by il- 
legal aliens were held by unemployed Americans, the costs of un- 
en-ploymeni could be reduced by over $400 million.^* 

Senator John East from North Carolina notes that ''the testimony 
presented to the subcommittee establishes that many illegal aliens are 
holding good jobs that Americans would gladly accept, and that illegaJ 
immigration contributes to our high unemployment rate and depresses 
wages and working conditions of many American workers. ''"^^ 

There are some commentators who question the extent of such dis- 
Pi, :emeK: of U.S. workers. Repress- ^tative of this view is The Nation 
magazine article by Geoffrey Rips* 

The charge that such worke- take jobs away from Arreritans is 
open to dispute. In the recent recession, the areas of highest un- 
employment— the Midwer \nd the Nonhe?!St— did not suffer the 
largest influx of undocumented workers. Since the late ^'570s, the 
Sun Belt has had the 1 vvest rate of unemployment and has seen 
the largest influx of i'' '^ai immigrants.^3 

In addition, policymak. ^ are working on both short-term and long- 
range solutions to th ' v clem of illegal immigration. These proposals 
include stepped up . r patrols, sanctions on employers who hive 
.llegal aliens, and .or:.^ t^rm development programs for Mexico and 
Caribbean nations ^owc ^ )\ is likely tc U time before these 

measures significa/ !y u^ihi.^ tV.e numb^ . or ilicgiii aliens in the Unit- 
ed States. 
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Vi?eittploymenl: Harms 

One immediaic result of unemployment is a substantial loss of in- 
come, even if unemployment does not last a full year. The Bureau of 
Labor Si.ifisiics concedes: 

Even Ihoiigh a family's income may not fall below established 
• poverty levels as a resuh of unemployment, changes in its living 
standard could still be great. In 1981, 10.4 million of the 23.4 mil- 
lion workers with some unemployment were members of families 
with incomes exceeding $20,000. While these income levels are 
more than twice some poverty lines, they may represent much 
lower levels compared with previous years and may involve 
cur^)s in family consumption, debts, and other possible sacri- 



Noi onlv is the family budget squeezed because of reduced inco 




but aho : cause of lapsed health insurance, which usually accom- 
panies job termination. By December 1982, of the 12 million unem- 
ployed, 10.7 million had lost employer-based group health coverage 
fov r emselves and their families. 

It is not unusual for such coverage to continue for a while after a 
worker leaves ?fob, but 60 percent of group-insured workers lose 
coverage within 30 days after their jobs end. Only 20 percent are 
covered for three or more months after they are laid off, accord- 
ing to William B. Johnson, senior vice president of the Blue 
Cross ttnd Blue Shield Associations, For a small minority, bene- 
fits may last as long as a year.'*^ 

In addition, in America, loss of a job means loss of identity, Augustus 
Hawkins, Congressman from California, explains: 

To be without a job in this nation is to be considered less of a per- 
son. Traditionally, Americans have' been defined by iheir jobs, A 
person who is involuntarily without work is plgced under tremen- 
dous psychological pressure in addition to the obvious economic 
burdens joblessness creates,-^* 

These factors — loss of income, benefits, and identity — corribine to 
create a host of individual and social problems. Professor ^ ! irvey 
Brenner of Johns Hopkins University, perhaps the most frequently 
quoted authority on the harms of unemployment, wrote a 1976 con- 
gressional report for the Joint Economic Committee on the impact of 
unemployment. He used statistical data from 1940 to 1974 for both 
the United States and England to reach conclusions on mortality anc} 
morbidity rates. Brenner found **an appalling rise in sickness, death 
and aggressive behavior as unemployment goes up. The most signifi- 
cant increases were in admissions to mental hospitals, homicides, sui- 
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cides, admissions to prisons and, above all, deaths from stress-related 
disorders such as heart disease. The overall mortality increase came 
to more than 36,000 deaths for each 1 percent rise in joblessness."^^ 
There was also a great social cost involved, as Brenner estimates that 
the recessions of the 1970s cost almost $21 billion in lost income, in- 
.creased institutionalization, and provisions of services to the unem- 
ployed.^« The Joint Economic Committee argued that Brennei under- 
estimated the total impact of unemployment. Albert Huebner reports 
reasons which support this claim: 

For example, it includes death, registered during only a relatively 
short interval, yet cardiovascular, kidney and liver diseases often 
develop for years before they become life-threatening. In addi- 
tion, they can disable a breadwinner and disrupt family life with- 
out even resulting in death ."^^ 

Other research has shown that joblessness leads to: 

• increased blood pressure v 

• doubled likelihood of illness or accidental injury 

• depressions, self-doubt 

• domestic violence 

• child abuse 

• mental health problems 

• reduced life expectancy*^** v 

Those who are unemployed often delay seeking necessary medical 
assistance or preventive care. 

A survey last year by Medical World News indicated that all 
across the country patients were paying significantly fevyer visits 
to their doctors. In particularly hard-hit areas like Detroit, physi- 
cians report up to a 50 percent decline in office visits. Dr. Louis 
Ferman of the University of Michigan has done a formal study of 
employees laid off during the 1975 recession-that confirms this in- 
formal evidence. He found that dental checkups were the first 
casualty followed by annual physicals and then elective surgery. 
The consequences of this deferred care are. that disease develops 
which could have been prevented, and that minor disease is not 
treated until it becomes major.^J 

Brenner is updating his Joint Economic Committee study. Preliminary 
results indicate that ''the percentages of disease increases are higher 
and the impact of joblessness on the health of individuals lasts longer 
than he had reported earlier."^- The Congressional Quarterly Weekly 
Report elaborates: r 

Brenner now believes that an increase in stress-related illness 
continues for 15 years after a period of high unemployment, 
rather than five years, as his earlier study suggested. 
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Brenner also thinks the current recession will be associated with 
increases in other diseases, in addition to stress-related condi- 
tions. Because nutrition, housing and access to medical care are- 
being adversely affected by economic conditions, Brenner said, 
he expects more cases of infectious diseases such as influenza, 
tuberculosis and, pneumonia. These diseases are associated with 
crowding, poor sanitation and poor nutrition. 

And because impoverished people tend to put off medical care 
until symptoms become serious, Brenner also expects to see 
more debilitating illness and death from diseases that respond to 
early treatment, including cancer and heart disease, especially 
heart disease related to hypertension. ^3 

While there are some researchers who question the methodology em- 
ployed in these demographic studies, there is general agreement that 
unemployment does have a negative effect on the individual, the fam- 
ily, and society. Albert Huebner concludes: '*The evidence is now 
overwhelming that unemployment is a serious and long-term threat to 
personal health, to the quality of family life and to the well-being of 
the community. The prestigious British medical journal Lancet does 
not exaggerate in referring to severe unemployment as the *new great 
plague/ What is needed to resolve many of these problems is 
gainful employment. Professor Briar states: 

Studies have found that a job may be the most effective treatment 
solution for many of the problems presented by jobless clients. 
For instance, data on youthful and elderly jobless workers gener- 
ated at the time they requested CETA job placements and several 
months after placement, illustrated this phenomenon. Such symp- 
toms of unemployment as the preoccupation with suicide, con- 
flict, and stress were reduced or eliminated when these two co- 
horts went 10 work. Moreover, respondents attributed such 
changes to the acquisition of a job. 

Government Assistance y 

Various types of government assistance exist for the unemployed un- 
til they find work. Many of the income maintenance programs dis- 
cussed in Chapter 3 are available for those who are jobless. The 
primary income assistance program for the unemployed is the Unem- 
ployment Insurance Program (Vl). This program is described by 
Elaine Knapp, editor of State Government News: 

All 50 states and the District of Columbia, Puerto Rico and the 
Virgin Islands have UI programs, each administering their own 
benefit standards. The Ul program covers approximately 97 per- 
cent of all non-farm workers nationwide. Most states limit bene- 
fits to 26 weeks, but extended benefits are available in most states 
in periods of high unemployment with the costs borne by both 
federal and state coffers. 
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The Monthly Labor ,i'/Vu'l2xplains thai extended benefits are avail- 
able after workers exhaust the first twenty-six weeks of unemploy- 
menl insurance and provide payments at the same weekly rate as the 
regular program. Extended benefits are "payable for a maximum du- 
ration of the lesser of 13 weeks or half the regular benefit duration. 
Thus, regular program benefits of up to 26 weeks are payable plus up 
to 13 weeks of EB, [Extended Benefits], with a 39-week overall max- 
imum of regular and extended benefits. In 1982, Congress passed a 
special Federal Supplemental Compensation Act which authorized six 
to ten weeks of additional unemployment benefits depending on the 
level of insured unemployed in each state. Federal benefits are also 
available for several categories of special workers including federal 
military anJ civilian employees and workers adversely affected by 
foreign imports. The latter program is described in the Social Security 
Bulletin oiMsiy 1983: 

Workers whose jobs are adversely affected by international com- 
petition are eligible for a variety of benefits under the Trade Act 
• of 1974. Besides training, relocation, transportation, and other al- 
lowances, eligible employees are entitled to unemployment bene- 
fits called trade readjustment allowances (TRA). TRA payments 
are subject to reduction by the full amount of any unemployment 
insurance benefits to which the worker is entitled. 

The Reagan Administration, anticipating a drop in the jobless rate, 
has projected that total unemployment benefits in 1984 will be S19.1 
billion and $18.5 billion in 1985. No changes are planned for either the 
federai-st,ate insurance program or for federal supplemental unem- 
ployment benefits.'*^ An ongoing problem for the states has been the 
strain placed on their jobless compensation funds by high unemploy- 
ment. Many states are reducing benefit payments or tightening eligi- 
bility requirements in an effort to keep their programs solvent. Others 
are borrowing money from the federal government. State Government 
Ncns reports: 

The continued recession and record unemployment have strained 
state jobless compensation funds and caused stales to increase 
taxes or reduce benefits ia order to help keep their funds solvent. 
Since last April, at least 22 states have had to borrow from the 
federal fund to pay unemployment benefits. As of February 28. 
these inteiest-bearing loans totaled over S5 billion. The total 
owed by 27 states to the federal fund was $12.5 billion, including 
loans from the mid-l970's.^> 

There is some concern that these unemployment programs actually 
lead to increased joblessness. Economist Paul McCracken notes: 

Now we have to recognize that the more programs we have to 
soften the impact of unemployment, the higher the 'equilibrium" 
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unemployment rate will be. Unemployment compensation, food 
- • stamps— the whole array of programs— have a side effect of tend- 
ing to increase the jobless rate because people are under less 
' pressure immediately to take another job just to stay alive.^' 

Both Jason Benderly of the Prudential Insurance Company and Don- 
ald Clem of McConway and Torley Corporation believe that high lev- 
els of compensation encourage workers to slay unemployed rather 
than seek available jobs. 



Job Training 

While numerous stale and local governments have established pro- 
grams to train the unemployed in necessary job skills, the focus for 
such training has been on the federal government. Georgia senator 
Sam Nunn notes: 

While the states have been at the vanguard in promoting inno- 
vative Job training programs, the scarcity of job training funds has 
limited the states* abilities to promote participation among the 
long-term, unemployed in existing job training programs on a wide 
scale. At the same time, state employment agency personnel have 
little incentive to place unemployed individuals in job training 
f programs, since their principal responsibility is successful job • 

placements. \ 

For example, over twenty states have now started retraining dis- 
placed workers for new high technology jobs. It is hoped that this 
pool of qualified technicians will attract new business to those slates. 
Current federal efforts are embodied in the new Job Training Part- 
nership Act (JTPA) which replaces the former Comprehensive Educa- 
tion and Training Act (CETA). JTPA will increase the involvement of 
both local governments and business people in developing effective 
trailing programs. The initial goals are to train disadvantaged youth 
^ and to retrain displaced workers. Up to one million trainees may be 
enrolled this year.^* Figure 3 illustrates some of the differences be- 
tween the new JTPA and CETA. Robert Guttman. counsel to the 
Senate Subcommittee on Employment and Productivity, cites several 
other advantages of JTPA: 

First, the act contains a permanent authorization, thus relieving 
the program of the constant reexamination which was required by 
the limited duration of authorizations in piisi legislation. Second, 
it provides: for advance funding whicfe ro-av relieve the program 
from (he burden of receiving allocatiuns <ni\\ alter the stan of the 
program year. Third, the act relics oo pi ii.^r ;.mce standards 
rather than lin process requirement^. H iiii c roiorms in place, 
the training\cri)gran'iv have an opporiurjiiv lor r.^-ional planning 
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and tor evaluation thai may give them the siability previously 
lacking. ^'-'^ 

The Reagan Administration plans on spending abou^, S3. 8 billion on 
job training in both 1984 and 1985. This amount is i.i addition to the 
over $30 billion spent by private industry to train or retrain workers. 
Most of this private sector spending **is aimed at improving the skills 
or knowledge of employed workers to keep even more workers from 
becoming unemployed. In the future, private employers are likely to 
come under increased pressure from organized labor to provide train- 
ing even for displaced workers who might find jobs in other compa- 
nies.''^ However, the level of retraining has fallen off in recent 
years. Harvard economist James Medoff notes that/'during the 1970s 
" the proportion of U.S. workers receiving employer-sponsored training 
dipped from 1 .5 percent lo 1 .4 percent, and the number of hours of 
training for each training dropped from 7.5 to 7.2 per year.'*^" 

Government training programs should be targeted at those among 
the unemployed who will not benefit from private job training or be- 
cause industry has shown little interest in employing them. These 
groups include many of the hardcore unemployed discussed eariier in 
this chapter — minority youths, AFDC recipients — as well as those 
susceptible to structural unemployment — young people and displaced 
workers. Many of the individuals in these groups will not benefit from 
jobs created by economic growth Aithout first completing a training 
program*. 



DIFFERENCES IN JOB TRAINING PROGRAMS 

CETA 

• Stipends for all panicipanis. 

• AW panicipanis must be below Icderal poverty level. 

• Prnaie sector and indusir\' coupcil were mostly advisor . 

• Most local programs were paid for training cost, regardless of placements. 

JT?A 

• No stipends paid, Ch\\^ care and transportation available in some circum- 
stanCwS. 

• Altliough 90 percent of the participants must be below federai poverty level, 
the rest must hav: some Oihcr barner to employment, such as displaced 
homemakcrs. 

• The privaie sector shares authority for funding progranjs with elected ofti* 
ci?!s. 

• Payments to man^' programs contractors based u^n-n the placement of par- 
ticipants m jc-b^. 

igu:f }. Vvom: SacrLimrmo Hrc. Apnl S. !9J^4. 
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Pvh'Qte Sector Jobs 

The real lost of any irainmg program is v/holhcr there are jobs for its 
graduates. Senator Niinn behevcs there will be ample opportuniiy for 
future employment. 

According to the Dcpartmcni of Liibor. U»roUghoui ih\^ decade 
we can expeci an-ttnnual shortage of f 7.000 posiuons in indusinal 
machinery repair; 28.000 coir.puier operators; 21.300 machinisis: 
30.000 computer systems analysis and iecha!cians;iOOOiool and 
die makers; and 19,000 licensed nurses. By i990. the Labor De- 
partment projects a cumulative skilled labor shortage of 2.5 mil- 
lion workers in just 13 occupations.^ 

K^ddiiion to these high-tech jobs, there will be tremendous mcicase^v 
in^he number of low-skilled jobs. Henry Levin, professor at Stanford 
University, projects growth in clerical and service jobs. 

The lota] number of new jobs generated in these and other high- 
tcchnology occupations will be vastly outweighed by the nombcr 
of jobs gcner itcd tn other areas. For instance, the Hvc occupa- 
tions expcctco to produce the most ne-.v jobs in the 398Us arc a!i 
in low-skilled areas: janitors, rftirses' aides, sales clerks, cashiers, 
and waiters and waitresses. No high-tech occ:;pation even makes 
the "top 20" m terms of total numbers of jobs added to the U.S. 
c'jonomy. While employment for engineers, computer specialists, 
and other high-technoiogy professionals will grow almost three 
times as fast as employment overall, these occupations will gen- 
erate only about 7 percent of .iH new jobs during the rest of this 
decade. 

An expanding economy rnusi not only supply jobs for new worker'^ 
but also create work for those displaced by automation. 

Some econon.isls express concern that increased automation of 
faciorie:. and offices will decrease future job opportur^itjcs. Pal 
Choate. a policy analyst tor TRW Inc.. predicts that 'Men millicu :o 
15 million manufacturing workers, an J perhaps as ma»y service work 
ers. will sec their jobs disappear b> '"^m- year 2000.;* It is unceruun 
how many of these w/>rkers can be effectively trained for new high- 
tech jobs Recent experience wtih'retrainsng dislocated la^^orcrs indi- 
cates a great unwillingness on the part ot these workers to cither train 
for new jobs or accept lower paymg. low-skill empIoymcnL in addi- 
tion, many of the hardcore unemployed are unlikoiy to find n^nch help 
ijcttin^ pnvate sector job'<. 

Federal lobs 

Calls for swift fcdetal action to jmnv:djaidy find jobs tor the unem- 
ployed arc not new. During :hc }^>3()s. the Civilian Co^^cfv.n^cn 
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t: :v;ps»>'. u j^i'f ^ *u:ilu^:'. people l.di:of\nl Riua^Kh R-tr-i': 
*':Ki^c U'n;nr {fee pj.jfiht^k. ' ;?v'0-,i clcjn*jp 

kvvi'SMv-:v^ ir. I^^^y). r-^/^*^, Iv , .,fvJ h:t\c ail cngcnvicTc<! 

t '4>i:^r ;ssj<u).il pijbiu ^\.>rkN i-nd crupkn jncrn bjiis Among the fiiorc 
ft.ccn' bill" ^'^crc ?hc l.t^al Public Works <LPW| program of 1976 
tiv.ii t^h5v h \^:is .illuctlcd over >^ billion The Hconoftuc Dcvcl- 
,>P?r«cfi: Ai.^/ninfsli .rh«'n N study of the ctTcchvcncvs of i_PW revealed 
if ;lircvil\ o; hvhtCwiiy cicaicd ^50jKK)jobs i-iuwcvcr. <i sUidy by ihc 
i Mtuc t»J Man;ii;ctiKwii .usd Budge J found most of these ^.^cre not new 
n'b< but sub\tiiu!c lobs *' States and iijcalitics used IcJeral mone\ 
[;'■ p. I. -.M'rkci*' \^ho ^*.o\iid nonniiily have been on ihcjr payrolls 

\no;hf?' u:<.cn; cxarnpic of kUrc^i government job creatjon v.as ihc 
i. o;npfe^^c^i^^\ c b.niplovnK-nt and IrainiOi^ Program <CF,']'A? cstab- 
iisJu:d in S^^ '^* Wit: of Uijs piugram involved 'he crcatioii of 75GJK.H) 
pnbiH. >cf-^ur . !ipii>uricn! jobs I: nforiunatciy , early rcvicvvs of the 
. "k-v l;vcncs> :h'- pTOi^raiii U>ijnd nurncn)UN problejns 

•i-.i* !-.tv .itbv^li^ v'cttcii n-iiiiCfiMjs p.ijs:: • "slUiinifijk: isnd Ic.*!- 

.i\',r;^ ,<»bs ;*\.:: vitjhv'v vi«:»favtcfi/cd .ix " rTi.iKc-^«-orK ' Lack s. ? 

■t^i;" iriN. T.tl ^opv: • .iJ>d rcK'-ilalu>nv led \o r.c^^ spupcr 

:^m:v ,.f mvKuKfs (tt ncpt>nsn^» f.ivtv^ljsjn and olhcr kind^* 
■; M,i<>» u'f'v Acrtt to niiddlc this-. pcivpic losie.u! o! U\c 

it^V' iwTu' j.jncmpM^vcd lor ^vhl»fn ^hc> Acrc 
nufi'Jcis )«)b 'rubshfiijuMi ^as rampani. m ihc c*trly s!;i^cs of ?hc 

p!.«^r. tJTi ^'^t5l!du^^ mure ih.tn iv.oMhmlv ot" ( b. 1 A cn'>pio>ccs -Acrc 

ir; i'^Sv < v^n^rc^s cnacievi the i'.mer^;cnc> Supplernenlal Appropna- 
^ Net ^^hich provided S'*,6 bdlion u> crcale 4<K).(XK) public w-orks 
iK Ib^wcvcf . much of ihe money was used lo Dfrvent layoffs rather 
th..:: It' hire tbv unemployed Ihcsc rnontcs skcU Hpcnl wiihoul regard 
^^f 'he nun^ber r^J iincM-pUot ed \^ho mikhf have benefitted fruo) I he 
landed priijeci *** 

Ihe I niieu Siittc^ has over \'A'\\ >Cais of ^ xpcricncc with govern* 



* .. f ■ . •^. < ' ... • ■ 

.■: ^.A\x\\k<\ p!.:ucs :hc tcdt/rai ^'WcinTxn' m :hi; ri^ic -i' cfrpiJ' 
' r*-'*:*-'^'^ -^''i ^'■^•i'" 

- .-.i::- .siU l.^v.i: ^^''^ r-ri:-: ^)t:|vr 1'.^::^ > ^.ix-'X-'-- '-^ n ■ < 
!• ^Ic; ,;i .ii, ■ u 

• ri rrc^' -ir^i;.: - -;\:.;n.; i; r:.i :;i::r^-:i l:;.::> 

• . i^■ ' . ft -r p;;ii;:..i.ins 



J. :nc p.^^• v«.p.wt: .cr ir.i-'. aui tn crc:i-in^ eventually vornc cm- 
rio. rn-r.:. ..vu.il!'. I.'iU- thiiJ fccuvf?> had .iirc-'idy (akcrt 

p:.;i:c .--r A.TS v,ei: urui'/t -a a". Aivo. tnc ijkinji of Ihosc Jjnd'- 

!:; rr, tric ccmornv uscu h> government m :h.s: '.vrr. rcsuilcd 

'.nv.oun'.eil uncrrjplo> men! sn other sector'-, ir; c con onr. 

rj Mfr»p;> >^::nc».l '^.e jobs Irorr; one groi^p ;o <ji;>r.[jer 

in- prcMikni ta;.i)rs ihc follo*rvmg proposcils for crciiUn^Mob*- 

' A rcloa minifrmm v. .xiie iccrr-vuf.c ' enL^.ur- 

.iis*'>: ^:J^l^^c■-•>c-. r.Trc iccrui^cfs in the si;frui";er 

' jrj ',-xteriMon i^f !he I.irge'.cd ions T;j.x Cretins proj^r.jrt- \».hicr. 
aiii'As cfnpKi>c:v \^ receive iiiX crciJjfs for p.ir: cl' :hc Vi.jge'- 
;^oj 'o il!s:nJv.in!agcd vouth. e x offenders. A:- DC vcc:p:cr.-v 
i^ther h.irtjLi.'r': unempU>yc<i 

. '\ 'usb -v^iiicher p\M\ -Ahich 'aouIo provioe ':s*. r-re.i^. riifii\K 
r.'.rti^!p.'i5in>^ jobless vwi>rV;c:s 
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Sf.-.rc'.ir. n: Lahor Dona^an evjirTiaics tha: ?he sucminimiirr. --age 
A tiid affcwt "^/Xi/X/J youth, the displaced aoriccr program irX),Wj jn- 
i.'T.pioycd; i^nd ihc voiicher SiSterr. could create }obs 

C ongrc^v hav tried to p?:ss V(i!jth Conser^ativ.-ri Corp-i program, ir? 
p.a;^ lOOjXX) teenagers mini mum '^agc to he!p ^;can up the nanon s 
par<s, fore^:s. and public lands Another jobs biii nas been produCf:<j 
•.^hich Aoulci accomplish iht followmg objectives 

it AOLiiu uppropriaJc S3. 5 biiliorj for ne a jobs, tym^ ihr-. .is- 
s!T^:^iC^r djrcctjy to a slate's unemployment raic. To be cli^jble. .1 
;<:r'.on m-js? be uncmpioycrf for 15 'Accks or more; firsi prcfitr- 
'jncc iH jiivcn cxpliciliy to iho'i'^ who've exhausted ihcir anerr.- 
pj'.vmcn! b<:nefits. The jobs musi be Uhor-snicrisr-e, '^ith no Ic^^s 
ibi:n ''.'^ percent of ihc funds used for "adages, ihc projected cost 
p-cr ;or: i-ijust SlO.lXXj jf-in-'iliy. the bill recognj/c^. the urgency of 
-.pending. !hc money, u'ork on schools, for cx-irnpic. muM hc/in 
>^!tr,srj 120 0.1;. of the ril; passit^je 

V, r;i;c thi^ bilj i3 pruinbiy helper :h;in ^'h*j j^^^r: prn^n^n^:. :* 

f;.r>:r^ i':^: chance of pa .age 

.pi'v: pr(ihlcm^ v-i'-h pa^: jon creation prcjpnsal>. , a number of 
P'^li.;- makers oeiicvc :hai publK employment r> cniicaji) imponant to 
■■•j;,in2 prr>rilems among the structurally unAripioyed f'rofessor Briar 
r.ii'cN C j;jaran'ef:.d job- should constitute Ihc cornerslj 'i-e of ail other 
'.-•jr - . cind policies related to ihc uriempioyed. Without being en- 
■: : : J L- J I ! ; j .-h s . V. o r k e r ^ w i U re m a i n p.i: ^ n ^ ot a fl u c t Uc: 1 1 ng ec onorn > 
' v.jij he >acnr;ced 'o treil it^ lii^ ' ^ Bernard Anderson, director 
*re Sr=v.;;ii Ser'. ice « D-'-ision of the Rockefeller f-'cnjndation. argue\ 
m.in;, of >hc haidi.ore unemplo-. c*! "arc not going \(j be hired by 
pr.'v;:tc \CX'nT in an> iob\ that are i;k;:l> 10 be created through 
•.: c u n : m I r e c o V e r > , s 1 m p I y oe c ;i u >e there dtc 1 00 m a n ;/ be 1 1 -j r 
q jahncd V. r;rkers curren'l;. avaiiabie That group needs psibiiciy sup- 
ifted job crcairon to get them into the labor mark el and g]ve I hem 
■h;; kiru: I'.f Atirk experience ihey need to uilimatelv be hire^l into pr;- 
. : e • c I • ) r J ( i b s ' C o n g 1 c s m a n H a w kins cone i ude \ 

Wf: -h.r- c seen I hat the private sector is unabie ?:> provtiJe cn/yUith 
;r-hs Tor tnc millions '^/u> are ribic, '-vjUmg. iind seeking employ- 
rvxvi*. it '.s ihercftir'-' the government'', rcsp/onsjbiliiy \o pro-idr 
^i.'i.c uppejnunjiics until such time thai the ec(5nomy impfovrt. 

: hijsmc^-.cs can once again He the pr^misry prcividcr of j^ns 
■ jct y ' 

There arc basicaliy two types of direct govcrr.mcnt job\ — pub'-c serv- 
ice and public svorks Public service jobs, such as those i incrly 
funded under CHTA. can be quickly set up for people to ' ork for 
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hospitals, child care centers, govemmenl offices, and programs for 
the needy. While nnany of these jobs perform vital services, the pri- 
vate sector could do little to absorb these workers because of the lim- 
ited skills involved in their work. Thus, government v/ouid be faced 
with the prospect of providing <.ngoing support for these jobs. 

The other type of employment involves building or maintaining 
public fa..^:.ies, roads, bridges, and dams. The creation of projects 
for these w(>rkers requires significant lead time. However, there are 
vast unmet needs in rebuilding fhe American infrastructure. During 
the past two years, most major magazines have carried articles chron- 
icling the deterioration of America's phytical plant. Among the major 
areas requiring repair or replacement are: 

• H.fX/j miles of the interstate; highway system needs rc/<air 

• 4^ percent of the natjor/s bridge** urn structurally or func* 
tjonaiiy deficient 

• ^atcr and sewer systems in many cities of the Northeast and 
Midwest need replacing 

• thousands of rnilcs of state, iocai. and rural roads need m<yor 
maintenance and repair 

• thousands of public facilities includinfi pons, railroads, mass 
transit systems, jaiis and schools also need replacement or mod- 
erni/a:jon 

The cost of these repairs is estimated by the Associated General Con- 
zraciors of America at S9099 million. Dr. Amitai Li/ioni calculates 
that S3rX) billion a year would be required for ten years to properly re- 
build our infrastructure.'^^ 

Hawkins suggests that the federal governmc^.t could target expen- 
ditures 10 areas such as housing, energy, transportation, natural re- 
sources and the cnvirf)nment to create jobs and reduce inflation. He 
explains 

Scr(.-r>j fT(,w arc job-crcanon programs that tarKct federal spend- 
ing; on Iht lf)nt;-icrm unemployed who unfonunaicly will be little 
helped by a general economic recovery. Wc need to target o>^r 
spcndinji m areas that can achieve the multipurposcs of pu^jng 
pc(.>plc to xork, providing services or goods, and f'ghonjr infla- 
Uor, Areas such as community improvements: buildings rcnova- 
..ins and repairs; road and other infrastructure repairs; services 
,>jch as health care, public safety, education aid> day care, et 
cetera, and reclamation of public lands all fall v«.ithin the param- 
eters of such a program. 

for example, the Construction Industry Research Board, in a study 
for California Department of Water Resources, indicated that "for 
ever / >i million in sewer works con^struction, S4.72 million in total 
sales are generated, and I2«onstnid[ion jobs and 53 general economy 
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jobs are created. And a significant portion of any public investment in 
construction is returned, to the public treasury in the form of taxes. 



Public Employment Problems • 

In addition to the difficulties mentioned in the preceding section, 
there are a number of other concerns about federal job creation. 
First, the per job costs would be very high. Public works, for exam- 
ple, are capital-intensive, which means that it will take an initial in- 
vestment in machines and technology before jobs for people can be 
created. Patricia Cohen explains: 

There's nothing necessarily VrTong with heavy construction, as 
anyone who's looked ai the sorry condition of our i\..; 's and 
bridges wcir knows. Biit because public works are so capital-in- 
tensive, they don't generate many jobs. Some of the water proj- 
ec(s funded in this bill can cost as much as $100,000 for every job 
created. A $5.6 million highway project in Mississippi will employ 
a grand otaJ of 83 people.*^ 

Public works are also costly because they are not targeted at low- 
skilled workers or at women and minorities who are less than 10 per- 
cent of all construction workers. 

A second problem j?" perceived: decreased unemployment leads to 
increased inflation. The economic concept is called the Phillips curve 
and it demonstrates the inverse, relationship between unemployment 
and mflation in the United States. Assuming that there are harms as- 
sociated with higher prices, it is not at ail certain that public employ- 
ment triggers inflation. Since wages are set by the government, wage- 
based inflation should not occur. In addition, the U.S. economy has 
endured both high inflation and high unemployment, a fact which 
"renders the Phillips curve a vulnerable, if not inoperable, premise 
for addressing full employment."**^ Some advocates of government 
job programs note that such plans would actually reduce inflationary 
pressures by reducing budget deficits. Congressman Hawkins notes: 

Direct job creation will, after an initial expenditure, reduce the 
budget deficit because people will be able to pay taxes to the 
Treasury again, while providing needed goods and "services to an , 
expanded economy. 

Jobs programs, properly targeted to areas of high unemploy- 
ment, and sectors in the economy experiencing problems will 
ease mflationary pressures where they may Hare up.**** 

The third set of disadvantages are based on the risks associated 
with working. For example, if formerly unemployed workers are em- 
ployed repairing the roads, it is more lil^ly that they may be involved 
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in a work-relaied injury or death. In 1981 , 4 J70 employees died in 
work-relaied av idenis. The consiruciion industry accounted for 18 
percent of fatahlies which was over three times the industry's share 
c -mploymcnt."** Construction also had the highest incidence of 
vi«. ' elated injuries. Other jobs cpuld expos? workers to long-term 
he.;'; azards from toxic or carcinogenic materials. While these risks 
may nail, especially when compared with the unemployment 
hcirrnv .r orledVy Brenner, they do serve to balance the equation. 

An c. rited issue arises when single parents of young children 
work. This 'r^-n was expressed in Chapter 3 in the discussion on 
workfare. bu. • lu be mentioned again. For single parents, inade- 
quate care of . 'dren is often the price of employment. Sheila 
Kamermarr. prof • /social policy and planning a! Columbia Uni- 
versity, observe 

The cutb T n. ur- 'p programs are especially significant 
in ihC:r i* -.-.v- u\, low- and middle-income children. 

Many o* ' -! H^'e^' wu . sre in publicly subsidized pre- ^ 
schoo! pr::<^-[' arc btting ti an .^feired into informal and unregu- 
lated famt'y ^ay cart 3'. sur-sidies are cut back and programs 
close or I'/irtnts lose t'U;.ir clifiibility for a subsidy; *he children 
muvi adcj^. to a new ca;i; ^^iver a^id often lO thv loss of frier'Js.^ 

The suggestion that recir.•v )^l^ of public service jobs could care for 
tr.csc children has met with opposition, Janet Diamond, a leader of 
the Coalition for Basic Human Needs in Boston* asserts: ''Low-in- 
come neighborhoods are no place to takv; chances with children, but 
that is just what is forced on mothers because of workfare. Placing 
c hildren, all day. in the homes of o?her workfare women who are un- 
trained, unpaid, unlicen* ed and who are reluctant day-care providers 
is opf^ning the door to increased abuse and neg:?=ici.*'^* 

A final area of disadvantage centers on the opportunity cost of 
V crking. It jobs are provided to all employable poor, then ihey will 
not engage in other activities such <s finishing high school, attending 
community colleges, or joining the jrmed forcer. The National Com- 
mission on EmpIoyrTi nt -jnd V.iemploymer : Statistics determined 
thai with the change to a volunteer systen , raiiitary employment is 
not subsr ntively different from civilian emp.oyment.^^ One hypoth- 
esis is ih *l enlistments in tne armed forces va.y with the unemploy- 
ment ratfe. As unemployment r-. r educed, fcwei .'^nruii.s join the A'l- 
Voluntcer Force (AVF), A research team of .Ash, A' '^iown, and Udis 
studied this phenomenon and concluded. 

By way o*" summary, -lur evidence points to rather lower pay 
elasticities, than had * en previously estimated, no significant e(- 
feci of ^mL^mploymer-' on rccruitmeni, a positive stimulus to vol- 
untary i:nlisfmcnis iV^m lb '--aft. and a weak but pervasive 
change in tastes av^ay from nsi-.iary service. 
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The evidence on the lack of an unemployment effect o\\ acces- 
sions is overwhelming. In none of twenty regressions is the up- 
employment variable significant at even the 35 percent signifi- 
cance Ievel.^3 

Other studies cited by the authors also reported no significant em- 
ployment effect on enlistments. David Grissmer argues that the 
**arnied forces increase their selectivity during periods of high unem- 
ployment, cutting back on non-high-school graduates while maintain- 
ing desired recruitment leveJs through higher rates of unempl*oyiT<^nt- 
induced enlistments from the more select group. This could certainly 
account for the weak unemployment effect observed for total volun- 
teers.**^^ 



Conclusion 

The issues involved with federal provision of jobs are complex For 
the structurally unemployed, Job.s must be preced'id by job training. 
Even if ail the employable poor found work, there would stil) be a 
need for income maintenance programs to r^ssisl those wha cannot 
work. This proposition highlights two opposing political philosophies 
of govcmmer:t intervention versus private sector integrity. The future 
of millions of unemployed Americans await the rcsolu^' -n of the de- 
bate. 
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